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GOODYEAR DIVERSIFICATION AT WORK 


J 


AGE -DETECTOR-—For Industry 


From airplane tires to electronic tubes return it is anticipated that the svstem will readily deter- 


able containers to delicate computer parts in mine the average age of articles in storage or in 
agriculture, military supplies ind many other actual use. thus provid for rep| icement before 
areas of application, the establishment of an iso leterioration or failure 


top dating svstem would save industry millions Results of this isotopi dl iting researc h will be 


of dollars by determining the service lives of made available to all industry. This program is 


many ttems one of the wide-rangit g activities of Goodvear’s 


Goodvear's Research and Development Divi Research and Development Division. The Divi 
sion is currently at work developing in isotopic sion is just a part of the network of Goodvear 
dl iting me thod under contract with the Atomic facilities deve loping and produc Ing’ hundreds of 

} 


nergy Commission. | sing 1 idioactive isotope Ss products tor world-wide distribution 
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GOODFYEAR 


THE GREATEST NAME IN RUBBER 


AIRCRAFT ° AVIATION PRODUCTS ° CHEMICALS ° FILMS FLOORING . FOAM PRODUCTS 
INDUSTRIAL RUBBER GOODS ° METAL PRODUCTS ° SHOE PRODUCTS ° TIRES 





A ye OAM &- hae ‘ise “ET 


AN INTERESTING LETTER SAID... 


“Why in Heaven Don't You 


Speak Out on Inflation?” 


In recent articles and bulletins to This brings me to 
emplovees, the Bell System Com that I believe so mam 
panies have discussed the threat Hlow can I help?” In t 
which inflation poses to the purchas it seems to me 
ing power of the dollar and to sav 


By Piving spoke n and 


ngs, insuran » a ) sion 
S irance, and pen nS port to those who are work 


I have received a number of \t the annual meeting of A. 'T. & ‘I 


trong, sound, and stabl 


letter 
letters from men and women who share owners I pointed out that in 


4) ] oOsSing ] 
are concerned about inflation. One By opposing unrea 


\. L & TE. share owner asked. “Whi 
in heaven don't vou speak out on not just talked about the problem 


* ‘ tionary hire 
y , ; 
this subject we have developed more efficient 


flation has been a tough proble mm 
mand , Caer ive pe 


the telephone business. But we have 
schemes that add fuel 


Ihe letter went on to say, “If you equipment and introduced man Your 
would alert the 1.625.000 share own economies of operation It is worth espe 
ind 700,000 emplovees to the noting that the price 
ibout inflation, thev would service has generally ¢ 


since World War II than mo 


gree that it is essential thing 


people to the danget 
nd we in the Bell Svs 


up and spc ik hg 


IFRICAN TELEPHO® 





TRENDS & TANGENTS 


Swiss banks are becoming as much 
of an attraction for American tourists 
as the famous mountains. By estab- 
lishing Swiss banking connections, 
an American can buy stocks at far 
less than the 90% margin required 
by the Federal Reserve Board in 
American accounts. Reason: the Fed 
has no control over foreign lenders 
and the Swiss will lend money on 
United States securities at 25° mar- 
gin or less. 

’ © * 

Detroit is not the only auto center 
readying a new small car. In England, 
British Motor Corp. (maker of Morris 
Minor, Austin, MG) announced that 
it is girding a “radically new baby 
car,” a four-seater which it has spent 
$30 million in developing. Reason for 
the new model: BMC has been losing 
markets to Germany’s Volkswagen, 
France's Renault 

. - ° 

Sword hanging over head of Treas- 
ury Secretary Anderson? Wall Street- 
ers point out that no less than $84.6 
billion of the Government's debt is in 
maturities. At that level, 
nearly one third of the Government's 
mammoth debt is due in one year 

- . . 


one year 


Mechanical brains “learn- 
ing.” According to International Busi- 
ness Machines’ Technical Journal, one 
of the company’s model-704 computers 
apparently has improved its skill at 
checkers since it was first given the 
rules of play. If a machine can “learn,” 
says the article, computers could play 
a vastly greater part in solving both 
business and social problems 

° . ° 

Is Getty ready? Announcement that 
two Getty-controlled companies, Tide- 
water and Skelly, are talking merge 
has revived speculation that billion- 
aire J. Paul Getty would combine all 
five of his companies into one mam- 
moth, $1 billion oil giant. Wall Street- 
ers, however, are still watching Getty’s 
moves warily. As_ they 
rumors of 


now are 


point out, 


such a merger have been 
sweeping the Street at recurrent in- 
tervals for nearly twenty years 

. + © 
booming in 


nation’s 


Stocks Germany, too 
The index, which 
counts 1953 year-end prices as 100, 
has soared from 300 to nearly 400 just 
Behind 
buying for the first time in 
history by the German 
street” and _ sizable 
American interests. At the same time, 
stock markets in both France and 
Italy are staging bull markets of their 
own. 


securities 


since the beginning of 1959 
the rise: 
“man in the 
investments by 


New York savings banks probably 
will raise dividend rates to 342% or 
higher in the fourth quarter. The hike 
is logical, say banking authorities, be- 
cause of the drastic decline in the 
rate of savings growth, stiff compe- 
tition from high-paying savings and 
loan associations and the fact that 
savers are diverting many dollars to 
the mutual funds and the stock mar- 
ket 

* . + 

Private building boom is offsetting 
the somewhat listless trend in public 
works. Over the first 29 weeks of 
this year, federal projects were off 
7% in dollar volume of contract 
awards, state and local work was off 
9%. Yet industrial building contracts 
gained by 47°., mass housing awards 
by 20°. and commercial building con- 
tracts by 15%. Altogether, private 
construction awards are now running 
at their highest level in three years. 

e ° . 

To restore respectability and sales 
to the rock 'n’ roll-dominated record 
market, Columbia Records is bring- 
ing out a pint-sized version of the 
long-playing record to be known as 
the Stereo Seven. The seven-inch 
platter performs at 3343 rpm, is priced 
at 98c, provides up to three and one 
half minutes of play vs. some 40 min- 
utes for full-sized $4 and $5 LPs 
Among the first Stereo Seven sides 
The Battle of New Orleans 

° > . 

Detroit's 

early 


cars” got an 
when Hertz Corp., big 
drive-it-yourself rental system, an- 
nounced that it would buy 4,500 of 
the smaller from GM, Ford, 
Hertz also hinted that 
it hoped to lower rental rates on the 
smaller cars, but that a final decision 
would be determined by 


costs 


“economy 
booster 


models 
and Chrysler 


operating 


. ° ° 

Corporate treasurers, hard pressed 
for cash to finance costly expansion 
programs, are cutting back sharply 
on their holdings of government secu- 
rities. The Treasury report 
shows that in March, in spite of rising 
money 


latest 
rates, corporations cut their 
holdings back below $21 billion—the 
first decline in 10 months. If this trend 
continues, it will mean further financ- 
ing problems for the already harassed 
Treasury 
7 * * 

Rail stocks are near their 1956 top, 
as a group, but this is somewhat mis- 
leading. At least a dozen rails are still 
off from the peak they set back in 
1946. Among them: Erie, New York 
Central, Lehigh Valley and the Dela- 
ware, Lackawanna & Western. “Top” 
railroad the laggards is the 
Pennsylvania, which is off 60 
its 1946 high 


among 


irom 


Douglas Aircraft’s $15 million loss 
in the first half was caused by heavy 
development write-offs on its long- 
range DC-8. This has led to specu- 
lation on the future of the second jet 
Douglas is planning. Industry observ- 
ers believe, however, that Douglas will 
go ahead with the short-to-medium 
range DC-9. Since the plane is in the 
same basic configuration as its bigge 
brother, they point out, a major part 
of its expenses already have been ab- 
sorbed 

° - : 

Natural gasmen are expected to boost 
their spending this year by 15%, to a 
record-breaking $1,859 million. Sharp- 
est increase will be for distribution 
facilities, where spending will be up 
19.8%, to $648 million. Estimated out- 
lays in other parts of the industry 
transmission lines, a 13% increase to 
$809 million; production and storage 
facilities, up 12% to $325 million 
Within the next four years, the Amer- 
ican Gas Association believes, indus- 
try spending will top a walloping $2 
billion a year. 

. . ° 

American Airlines, which put its 707 
jets and Electra turboprops into the 
air early this year, has scored an earn- 
ings comeback. Hit by a strike in 
January, the big carrier reported a 
$2. million (excluding capital 
gains) in the first quarter of 1959, 
compared with a $1.1 million profit in 
the same period a year earlier. But in 
the second quarter American lifted its 
net from the $4.5 million of 1958 to 
an impressive $5.3 million. During 
June, the airline flew 551 million pas- 
senger miles—an alltime monthly rec- 
commercial aviation. 

+ * 2 

Fire and casualty insurance companies 
are casting covetous eyes on the life 
insurance field, which now has more 
than $500 billion policies in force. Un- 
happy experiences with rate-making 
agencies, particularly in the auto- 
motive line, made the stable 
life insurance business look unusually 
attractive to the fire and 


have already set 


loss 


ord for 


have 


casualty 
companies. Some 
deal in life in- 
surance, while others are expected to 
move into the field via 
. . . 
Deficit-ridden Railway Express Agen- 
cy, long on the verge of dissolution 


up organizations to 


mergers 


because of threatened withdrawals by 


its member railroads, is getting one 
more chance to make good. All but 
one of its 178 members approved a 
re-organization plan designed to make 
its operations profitable. The lone 
holdout: the Chicago & North West- 
ern, which that it 
withdraw in “due course” because of 


Mid- 


announced would 


anticipated lower revenues for 
western lines. 
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It's Mutual Time 


No INVESTOR how 


his portfolio 


no matte: light 
will want to miss the 
next of Forses, August 15 
Nor can he afford to. For in what 
has become an eagerly awaited an- 
nual FORBES 
editorial sights on 
called “the 
competitive 


issue 


event, will train its 


what has been 


fastest-growing, most 


and most controver- 
sial phenomenon of the U.S. finan- 
cial the 


investment 


scene’ nation’s 225-odd 


open end companies, 
otherwise known 
as mutual funds 

A more 


talizing and elu- 


tan- 


sive target would 
hard to find 
years 


be 
Ten 


the funds repre- 


ago 


merely 
Wall 


more 


sented 
one of 
Street's 
mildly 
ing byways with 
less than $1.5 bil- 
lion 


interest- 


invested in 
by fewer 
1.000.000 


in 


them 
than 
then, 


Since 
fantasti 


shareholders 
of the 
growth stories Wall Street has eve: 


one most 


known, they have multiplied at an 
almost 
total 

No 


finance 


astonishing pace, now have 
4 million shareholders with a 
investment of some $14 billion 
longer a side street into 
the fact 
major thoroughfare, the heavily 
trafiicked corner where Main Street 
Wall Street 
Talk. These 
invariably 

Wall Street's 
fourth 


funds have, in become a 


meets 


Top days 


funds one of the top 


topics in shop talk 


FORBES’ annual 


re port 
them looms more vital and re 


One reasor 


ing than eve! 


with so many to choose fron 
oiten at 
which fund represents his best bet 
for either 
come (tor 


to the contrary, provides all three 


1 
a 10SS 


investor 1S 
growth, stability or i 
none, despite publicity 
abundant 
the 
real context 


In any measure ) 


Frequently novice 
for 


the back-patting but often irrele- 


investo 


has no evaluating 


vant brochures put out by the funds 
themselves, showing how mone; 
the 
market was scraping bottom would 


3ut 


invested ten years ago wher 


how is 
150 


appreciation is good, bad or merely 


be worth more today 


he to know whether a, say 


70 Fifth 


Ave 


ear in 


He of 


know, unless he is able to stack the 


mediocre? cannot course 
record of one fund against that of 
rival funds 

It is to end such blindfolded pi: 
in-the-phone-book kind of invest- 
ing that Forses’ “Which Mutual 
Fund?” is precision engineered 
The only survey of its kind in all of 
FORBES 

the 


criterion that 


financial 
to 
the 


reporting, 
the 
only 


report 
gets mutuals 


with 


guts ol 
means 
thing and 


1) 
Savs sometning 
con 


parative 


formance It 


pel 
helps explain 


why our annual 
a fund 

roundu] | 

more 

tor rep! 

otne! 


single 


any 


feature the 


trom 


its approac h 
surveys treat a numbe 


even on a comparat 


terms of changing 1 


ovel some nomi 


years, Say, or five 
tack IS unique It 
fortunes 
but t 


Street 


the funds 
the calendar 
tides of Wall 
now 
bull 


shows the y perto 


both and bear 


tions: how they weat 
unde 


del 


and Ol 


how 


cession 
imstances, each 
gains, satety 


Audience 
not every 


Captive 
ably 
FORBES impartial 


are the indu 


that the 


Some il 
comparatiy 
t kind to th 
FORBES et 
How 
judge a tur 


by 


results 


iess nan 


ony} ctors 
simple questior 
investol 
tne 
Ob\ 
So we 


tror the 


ance except 
& cent 
no other way 
Judging 
the 


from 


iob 
response annual 
investo 


libra 


tron 


brought 
men, universities, 
banks 


fund industry 


We 


and and 


mutual 


a real need 


hope 


Volume 64 
No. 3 





READERS SAY 


The Petroleum Revolution 
Sir: I have just read the July 1 issue 
of Forses which contains the splendid 
special report on the oil industry 
This article is really a distinguished 
piece of work, measured in timeliness, 
depth and breadth. It deals in a most 
informative fashion with every aspect of 
the industry, its current problems and 
its future outlook. It should be of in- 
terest not only to the oil man and the 
investor, but to the student and the 
general reader as well 
All of us are indebted to Forses for the 
clarity and penetration of this excellent 
study. As with all the 
Forses, it is sprightly 
which makes it easy reading 
P. C. SPENCER 
Chairman, 
Sinclair Oil Corp 


articles in 


written in style 


New York 


Sir: I have read the 
with interest and agree with the general 
conclusions that you 
to the conflicting currents that are affect- 
ing the petroleum industry 


A. L 


special report 


express in respect 


NICKERSON 
President, 
Socony Mobil Oil Co 


New York 


Sir a first-class job of 
on the oil industry 

You can be sure that I will keep the 
thumbnail 
panies for handy 


reporting 


analysis of the various com- 


reference and, by the 

way, I think you did an excellent job 
J. B. O'Connor 
President, 
Dresser Industries, Inc 

Dallas, Texas 

Sir: I was extremely interested in the 
tabulations showing what investors pay 
for various items relating to a company’s 
Surprisingly enough, on the 


basis of all the yardsticks have 


real value 
you 


listed, the investor apparently gets more 


then in any 
listed, except in 
This excep- 
tion is due, of course, to the fact that we 
exploration and 
a short while 
Georce F. Gerry, I 
President, 
Tidewater Oil Co 


for his money in Tidewater 


other company [you] 


terms o! loreign reserves 


have been in foreign 


development for only 


Los Angeles, Cal 


Corps of Engineers 


Sir: In your June 1 issue, which fea- 
tures a report on the current status of 
the United States Army, make a 
misleading reference to the Corps of 
Engineers I refer to the paragraph 
under the heading “Fringe Benefits,” 
which concludes with the sentence: “Of 
the entire $336 million which the Army 
has budgeted for construction during the 
next fiscal year, no less than $304 million 
will go for public works.” 

The civil works program of the Corps 
of Engineers is, and been 


you 


always has 


financed by a different appropriation 
than that supporting military construc- 
tion. Not one dollar of the funds appro- 
priated for military construction has ever 
been spent for public works. Even the 
of officers assigned to civil works 
activities is covered by the Civil Func- 


pay 


tions appropriation 

The US. Army Corps of 
with its widespread, 
working 


Engineers, 
active and 
is the 


many 
field offices, 
agency in the United States most capable 
of organizing and directing the tremen- 
effort rehabilitation 
following a nuclear attack 

E. C. ITScHNER 
Maior General USA 
Chief of Engineers 


probably 


dous necessary for 


Washington, D. C 


S'r: Your hichly 
formative article 
ro'e of the 


interesting and in- 
entirely ignored the 
Engineers 


combat Corps of 


Firepower would be useless and static 
on the battlefield, if it 


fighting-building 


were not for the 
capabilities for 
infan- 
them 


Corps’ 


missile units, and 
battle 


Construction 


moving armor 


try into and supporting 


there power for strategic 


missile deployment, for anti-missile de- 
tactical devloyment of 
fie'd has 


element in 


fense and for 


armed forces in the now be- 


come a primary military 
operations 
Hersert A. BENTON 
LA. Coal, C Engineers 
Office of the Chief of Engineers 
Washington, D. C 


ss of 


Gen 


correct 


and Col. Benton are 


Funds for river and harbor proj- 


Itsc hner 


ects are not a part of Army appropria- 
Forses had no intention of slight- 
ing the vital and superb combat capability 
of the Army Without them 
the Army would not go far Ep 


trons 
Engi neers 
Trucking Profits 


Str: The July 1 
tained an 


issue of FORBES con- 
untrue statement of a mate- 
rial fact concerning our company 
You “Pacific Intermountain, the 
fourth biggest [trucker], ran into an 
operating deficit.” The fact is that last 
year on gross revenues of $47,351,855, we 
had an income of $2,073,919 
and net after income taxes and 
other $1,322,229 
Puitie H. SMa 
Vice President, Finance, 
Intermountain Express 


Say, 


operating 
income 


charges of 


Pacific 
Oakland, Cal 


Fiscal Self-Discipline 


Sir: Certainly no thinking person can 
take issue with your statements (Fact & 
Comment, Forses, July 1) that balancing 
the budget and restoring fiscal sanity in 
our government operations are necessary 
to our prosperity and our free institutions. 

There is one statement, however, with 
which I heartily disagree: “That leaves 
only one recourse for balancing the 
budget—higher 

Higher taxes indeed may be necessary. 
but the crying need today above all else, 
reduction in government 
Every day we 


taxes.” 


is for a ex- 
learn of 


farm pro- 


travagance 


insane measures-—our present 


gram is an excellent illustration —all 
designed to do everything on earth 
(except get a man to heaven) through 
further demands on the public treasury 
Please, don’t forget elimination of ex- 
travagance and waste in your prescrip- 
tion for the restoration of fiscal 
in our governmental affairs. 
WarRREN T. WHITE 
Assistant Vice President, 
Seaboard Air Line Railroad Co 
Richmond, Va 


sanity 


Phony Show? 


Srr: Congratulations on your clear in- 
sight into the phoniness of the Russian 
Exhibition in New York (Fact & Com- 
ment, July 15). Recently I visited Len- 
ingrad, Kiev, Kharkow and Moscow 
found the average standard of 
years behind ours. I concur in your ob- 
servation of the “frumpiness of 
Russians 


and 
living 75 


clothes 


wear, streets almost empty of 


passenger cars, absence of modern 
plumbing.” 

I saw thousands of homes built of logs 
thatched roofs, no electricity, no running 
water virtually no 
or sidewalks in 
50,000 population 


horse-drawn’ vehicles 


streets 
than 
still has 
was a 


and paved 


towns of less 
Moscow 
Yours 
most accurate appraisal of the Russian 
exhibit 

JosePH W. BoLLENBECK 


Madison, Wis 


Sir: Notes by a Forses editor on the 
Soviet Exhibition in Manhattan (ForseEs 
July 15, 1959) was typical of the kind 
of smug complacency which is going to 
land this country in a lot of trouble. So 
what if the Russians dress “frumpily”? 
So what if they have to take the street- 
car instead of driving to work in thei 
own cars? They did manage to get into 
the outer 
and they 


in several 


space ahead of us, remember 
seem to have a continuing lead 
very important fields ol 
technology 

Let’s stop congratulating ourselves on 
and start thinking 


whether our real ac- 


our creature comiort 
critically 
complishments are keeping pace with the 
U.S.’ material wealth 


about 


RONALD ROLF! 


Philadelphia, Pa 


Whose Bargain? 


Sir: Why is it that 
always seem to be on the fence 
that a 
might be a bargain when it is really low 
after the 


picture 


security 


never commit themselves stock 


stock has 
that 


in price. It is only 
after the 


volumes are 


ciears 


why the 


risen, and 


written on stock 
should go higher yet 

point: the July 
Heinz H. Biel, talking 
Fruit: “Once again the stock 
to 6% but any 


15 column by 


United 


Case in 
about 
Vie Ids close 
such bargain as obvious 
should be 
most suspicion.” 

With all future 
the bargain is not 
cious.” The 
profitable at the $34 
6% vield 


as this one viewed with ut- 


possibilities analyzed 
necessarily sus 

could 
price in 


stock prove to 


spite ol 


JOHN THOMAS 


Salem 


Mass 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE FORGOTTEN MAN OF WALL STREET 


Time was, not so many years ago, when few investors 
could even conceive of a portfolio that did not include at 
least some bonds, preferably U.S. Treasury issues. To be 
entirely in common stocks was to be a rank speculator. 
This despite the fact that the average yield of long-term 
U.S. government bonds as recently as 1949 was just 2.5% 
and good common stocks could be had to yield 7% 

That most investors have since become pretty thor- 
oughly disillusioned with fixed-income securities is hardly 
surprising. The $25 annual interest on a $1000 bond 
purchased in 1946 will buy only $16.75 worth of goods in 
today’s money. Meanwhile, interest rates have gone way 
up since then, so that the $1900 bond brings today only 
about $830 


suffered losses that have probably outweighed the ad- 


Even the investor in tax-exempt bonds has 


vantages of the tax exemption to him 

Little wonder then that today’s investor sniffs sus- 
piciously at bonds—all bonds, or that he looks to common 
stocks to give him the security bonds failed to give. 
Were it not for the so-called institutional investor, the 
banks, corporations, insurance companies and pension 
funds, it is questionable whether many big bond issues 
could be sold at all. Bonds, except for tax-exempts, have 
become the forgotten man of the ordinary investor's 
Wall Street 

I think this rejection of bonds has gone too far. 


I= 


Were it a question of buying bonds for the old- 
fashioned 2: 


yields, the reluctance would make sense 
But today some bond yields are very tempting indeed 
U.S. Treasury 4s of 1969 are currently available a few 
points below par for a yield of 4.2% to maturity. Cer- 
tainly there can be no safer investment in the world 

Interest rates on some U.S. government-guaranteed 
bonds sun close to 5’ Among high-grade corporate 
issues, .''e current average interest rate is 5.2°, as 
against a far lower 3°, average yield on common stocks 
of similar quality. Even tax exempts, which have been 
doing better than ordinary bonds because of their strong 
appeal to high-bracket investors, are currently cheape1 
than at any time since the Thirties. Their average yield 
and that, of course, is as good as 7.4%. for 
bracket. 


Consider, too, the slightness of the risks involved in 


now is 3.7‘ 
a taxpayer in the 50’ 


earning these yields. Loss of capital? It is hardly con- 


ceivable that Uncle Sam would ever default. As fo: 


ForsBes, auGcust 1, 1959 


municipalities, school districts and state governments 
their default record was well under 1% even during th« 
Great Depression. Our prime corporations are certainly 
impeccable credit risks 

Inflation? Of course it is a risk for bondholders. But 
a yield of close to 5°. gives a substantial margin of safety 
What if 


interest rates go higher and depress the market valu 


of outstanding bonds? It is possible, but with yields as 


at least against so-called creeping inflation 


high as they are, a good deal has already been discounted 

It seems to Forses, in other words, that perhaps bonds 
should no longer be the forgotten man of Wall Street so 
far as the average investor is concerned. Certainly a 
wholesale switch from common stocks would not be wise 
the coming growth of our economy has not vet been fulls 
discounted in common stock prices. Forses is merely 
suggesting that perhaps the average investor might do 
well to turn less of a blind eye toward bonds than he has 
been doing. Maybe the time has returned when all well 
run portfolios should have a fair sprinkling of fixed 
Income securities again 


a 
x 


LET’S STOP THE BUCK-PASSING 


In these last days of July it is more than a little risk) 
to make any predictions about the duration or outcome 
of the steel strike. One thing, however, is all too clea 
the public. which is all of us, has had more than enough 
The old pattern, that is, whereby the 


steel industry has given generous wage boosts and ther 


of the old pattern 


coolly passed the tab on to a nation which had no say at 
all in the negotiations. It has been a long and costly 
game of passing the buck 

But this time the public is the unseen but very much 
felt presence at the bargaining table. It is about time At 
the expense of steel-using industries and ultimately of 
the entire nation there have been since 1945 no less than 
15 wage increases and 22 boosts in steel prices. The unions 
have had their raises. The steel companies have had thei: 
peace. The public has been told to eat cake 

Some figures recently published by The New Yorl 
Whereas the cor 


sumer price index has gone up roughly 61 in these 14 


Times graphically illustrate the cost 


years, steel prices have soared 170° or nearly three time 





as fast. And where hourly average earnings in all manu- 
facturing plants have risen some 119% to $2.23 an hour), 
steel wages have jumped 163°, (to $3.10). Steel workers, 
in other words, have done half again as well as other 
factory workers. Both steel companies and steel workers 
have easily outpaced the consumer price index. 

In the end, of course, they have not entirely escaped 
the effects of the inflation they have been feeding. Equip- 
ment replacements and expansion costs have skyrocketed, 
making something of a mockery of reported profit rates. 
And so far as the workers are concerned, rising prices 
have cancelled out a good part of their apparent gains. 


Mr. MacDonald, the steel union chief, spent a good deal 
of money for a series of advertisements to tell the business 
community what good spenders his union members are 
how every wage boost puts extra spending money in their 
pockets. But when this extra spending money comes, not 
from extra output but at everybody else’s expense, it is 
a good deal less harmless than Mr. MacDonald would 
have us believe. It is high time this callous business 
of passing the buck—somebody else’s buck—be stopped 
The public is solidly in back of the steel industry's 
apparent determination this time to hold the line on 
inflation. 


INALIENABLE FOR ALL TIME... .” 


Granp TETON NATIONAL ParK, WyYomMInNG—As investors 
and businessmen we are accustomed to thinking of the 
“population explosion” as very much of a good thing. It 
promises armies of prospective new customers for every- 
thing industry makes 

But there is another side to the coin. It also means 
that an already crowded world is going to get a good 
deal more crowded, that breathing space and elbow room 
are going to become increasingly scarce commodities. The 
mountain, prairie and seashore vista will increasingly 
give way to the monotonous crisscross of housing de- 
velopments, superhighways and grandiose shopping cen- 
ters. That is why our national parks, such as this ruggedly 
beautiful chunk of mountains, lakes, streams and valleys 
in the northwestern part of Wyoming, are so important 

Here, spread over 301,291 acres are six lovely, clear 
lakes. 
mountain streams, great green forests and the cool vision 
of the saw-toothed Teton peaks reflected in Jackson Lake. 
Here is a vast area where the crowd-weary city dweller 


Here are glaciers, perpetual snowfields, rushing 


can get away from it all; for once you leave the fringes 
of the park and its road system, the place is too big to be 
really crowded. In most essential ways, in fact, the 
Grand Teton terrain looks as it did when John Colter, 
that intrepid explorer trekked across the Teton range 
150 years ago with his 30-pound pack and his rifle 
Most encouraging is the fact that tamed and manicured 
though the rest of our country may becorne, Grand 
Teton and the 2 


7 other major national parks are going to 
The 1864 Act of Congress which gave 


California's Yosemite for a public park specified “that 


remain like this 


the premises shall be held 
for public use, resort and 
recreation and shall be in- 
alienable for all time.” 
Inalienable for all time 
That is the key phrase 
No matter what happens 
in the way of economics 
or population growth, the 
parks will still be there 
In 1906, in the same spirit, 
Congress gave the Presi- 
dent the right to set aside 
other public lands for such 
general public use. Presi- 
dent Theodore Roosevelt, 
that great conservationist 


Grand Teton National Park 


and outdoorsman, wasted no time. In short order he pro- 
claimed four more parks. Then, in 1916, President Wilson 
signed the act creating the National Park Service which 
runs the parks to this day. Grand Teton itself did not 
become a national park until 1929 when it was made 
possible by a generous gift from the Rockefeller family 
who assembled the necessary tracts of land. 

All this was done in the nick of time. Available land 
Another 20 
years and our magnificent national park system prob- 
ably would have become impossible to establish. But now 


was fast vanishing and prices were rising 


we have, inalienable for all time, such magnificent parks 
as Shenandoah in Virginia; Everglades in Florida; Isle 
Royale in Michigan; Hot Springs in Arkansas; Carlsbad 
Caverns in New Mexico; Grand Teton’s neighbor, Yellow- 
stone; Grand Canyon in Arizona, Sequoia in California; 
Mount Rainier in Washington and 19 other major ones 

Though uncrowded, the parks are not just for the 
privileged few. Last year an estimated 60 million people 
thronged into them. They had at their disposal some 
24 million acres, staffed by some 5,500 Park Service 
employees under the dedicated, capable direction of 
Director Conrad L. Wirth. The annual cost to the U.S 
taxpayer: $76 million. 

That budget cost each taxpayer about $1 which works 
out to about $1 per head for the park visitors. But any 
way you figure the tab, this writer can testify that it is a 


bargain. I heartily recommend that all Forses readers 


who can do so visit one or more of the parks this summe1 


Whether you want to hike, climb or just indulge in 
picnicking or rubbernecking, there’s room for all 

But it is for our children 
and grandchildren _ that 
Grand Teton and the othe: 
national parks are the big- 
gest bargain. One day they 
will be as grateful to the 
pioneers of the national 
park movement as today’s 
Manhattanites are for the 
vision and foresight of those 
who carved Central Park 
out of their island, a green 
and pleasant preserve in 
the midst of the city’s tur- 
moil, a preserve that would 
be out of reach at today’s 
fantastic urban land prices 
, 
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THE FAT YEARS AND THE LEAN 


Obsolete plant, archaic methods and an obsession with 
volume left the big meat packing companies with small 
and uncertain profits. Now the packers appear to be 
entering a new period of prosperity. More important, 
they have come to grips with their basic problems. 


WHEN the Queen of England made he: 
appearance last month in Chicago to 
celebrate the opening of the St. Law- 
rence Seaway, meat packing execu- 
tives noted a rather curious omission 
from the city’s welcoming committee 
of business leaders. Excluded from 
James D. (“Judge”) 

president of $684-million 
Wilson & Co., third largest 
meat packer and one of the nation’s 
Accord- 
had 


the group 
Cooney, 
(sales) 
great industrial enterprises 
ing to industry gossip, Cooney 
simply not been invited 
Chicago 
probably 


Among the fathers, 
Judge 


the most unpopular man in town. For 


city 
Cooney qualifies as 


it was Cooney who four years ago 
decreed the first major shutdown in a 
plant in the 
known as the 
world 
who is credited 
off the industry’s wholesale exodus 
from the city. Only last May, Swift & 
Co., the biggest of all U.S. meat pack- 
ers, announced that it would cease all 
cattle slaughter in Chicago. The fol- 


Armour & Co., No. Two 


slaughtering city once 
butcher to the 


Rightly or wrongly, it is he 


“hog 


with having touched 


lowing month, 


MORRELL’S McCALLUM 
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ARMOUR’S PRINCE 


meat packer, disclosed plans to dis- 
slaughtering of both cattle 
and hogs in the Windy City 


This sequence of events has excited 


continue 


a storm of public comment, most of 
it principally rather than 
financially What the flight 
from Chicago really means is that the 
major companies in the industry have 


nostalgic 
informed 


at last begun to face up to the real- 
Afte: 
laboring for decades under a painful 


ities of their economic existence 


burden of expense to maintain tra- 


ditional operations in a_ traditional 
they 
Gordian knot, set thei: 
howeve! means 
Drawn & Quartered. Meat 


Cooney, who early put the cleaver to 


manner, have at last cut the 
eyes on profit, 
unorthodox the 


pac ke I 


costly obsolete plant, is already bring- 


ing home the bacon. Observes he 
“Most of the meat pac kers’ troubles 
are of their own making I've 
been able to figure out a 
to make getting ex- 


penses back and having something left 


nevel way 


money without 
ovel 
In practice, the meat packers have 


not found it an easy matter to wind 


WILSON’S COONEY 


up with anything “left over 


year 75.6c of the packers’ sal 
lar went for livestock and relate 
products 

other 12c, 


taxes of various kinds 1.l« 


Payrolls accounted 


‘ 
I 
i 


othe: c 


expenses 10 
What 


mained was a tissue-thin 0.6c on th 


] , ' 
Saies shocking 6k 


This 


expt rt 


rather 
$100 in 
sighs one industry 
take much 
stand it 


dollar, a 


proht on each sales 
business,” 
“won't overhead It just 
won't 

Concerned as the meat packer con 
stantly is with the price he pays for 
livestock and the 
gets for meat, his main concern is the 


Both terms of 


wholesale price he 


spread between them 
this equation are constantly changing 
torces In 


this 


under an endless variety of 
the words of a Swift executive, 
is one place where supply and demand 
minute In buying 
lied by 


larmers 


Is Working every 
livestock, the packers are supp 


no fewer than four millior 


and ranchers, each of whom makes his 


own decisions and has his own luck 


Act of God that detern 
r or not a stockholde: 
vidend cher k 
On the wholesaling end of 
Ss the 


bad Sometime: t 1s purely 


whett 


pursuit ol 
Since 1920, the U 
plants have 

Today there 
than 3,500 companies in the 


profit 
uncertain 
packing increas 
50°, in number 
pack 
business, not including some 12,000 lo 
cal slaughterers and butchers 
Meanwhile consolid: 
advanced 

where 9 of the 


Ous SI1ZeS 
food retailing has 


point 


SWIFT’S JARVIS 





stores ring up 62 of the value of all 
retail food sales. These supermarkets 
buy big and buy low, and the whip- 
sawing pressures they exert on the big 
packers, who have a perishable prod- 
uct with no firm often 
severe. 


price, are 


“Sometimes,” confesses President 
W.W. (“Mac”) McCallum of Chicago’s 
John Morrell & Co., “we feel like the 
ham in a sandwich.” 

Gambler's Game. Along Wall Street, 
where profits mean everything, the 
meat packers postwar have met with 
just about the same sort of reception 
they could expect at a vegetarians’ 
convention. Compared to other food 
processing stocks, which have their 
defensive attractions and in many 
cases rank as blue chips as well, meat 
packing equities have been custom- 
arily rated as sheer speculations 

What investment interest 
has been centered mostly in Swift, 
Armour and Wilson and to a lesser 
extent in John Morrell, Cudahy Pack- 
ing, Hygrade Food Products, George 
A. Hormel and Rath Packing. A 
ninth firm, Oscar Mayer & Co., large- 
ly privately owned, is considered one 
of the bigger competitive factors 

In the prosperous postwar years, the 
combined earnings of these nine pack- 
ers have run pretty generally on the 
lean side. Taking 1947-49 as a base, 
the packers’ earnings dipped steadily 
to a low in 1952, from which they re- 
covered sharply the following year, 
only to dive even further in 1954. In 
1955, earnings were back up to 97.1% 
of the 1947-49 level, and in 1956 actu- 
ally topped the base average by 4.3°, 
For the past two years, net has run 
just 60.5% and 65.2% of 1947-49 

Up on the Farm. While a good many 
variables such as livestock prices, 
weather and grain supplies work to 


there is 


determine company earnings, just 
about everybody in the industry 
agrees that the packers function most 
profitably when supplies of livestock 
are ample and allow for better use of 
slaughtering facilities 

This is precisely the situation that 
seems to lie ahead of the meat packers 
during the remainder of this year and 
very probably through 1960 and 1961 
as well. Government estimates point 
to 104 million pig births this year, 
10% more than in 1958 and the highest 
in 16 years. During the first half of 
calendar 1959 alone, federally-in- 
spected hog slaughter was 15°; above 
the same period of last year 

Cattle supplies tend to follow a more 
extended cycle because steers are 
slower than hogs in reaching maturity 
But while it has been edging up- 
ward at a much slower pace, the cattle 
population is growing, though its full 
force will probably not hit the market 
for a year or so. In recent years, 
ranchers have been withholding cows 
for breeding purposes, and the cattle 
population on farms this year will 
gain by about 9% over the level of 
1957. Notes Harold F. Breimyer, De- 
partment of Agriculture livestock ex- 
pert: “The size of the national cattle 
herd is a good general guide to the 
volume of beef production to be ex- 
pected at any given time. At present, 
the rapid climb to more than 100 mil- 
lion cattle on U.S. farms foreshadows 
gains in beef output in the 1960s.” 

The Bulls Take Over. The real point 
of this burgeoning supply situation 
that the meat packers are facing a nice 
opportunity to widen their spreads 
and bring in a considerable amount 
of profit Wall 
Street brokers’ 
letters 


has not been lost on 
For months, 
have blossomed 


some 
with recom- 
mendations that very nearly run the 


FARMERS FATTENING HOGS FOR MARKET: 


four million 


suppliers, four million decisions 





A THIN SLICE OF PROFIT 


Savage competition in the meat packing 
business exerts a squeeze at both ends 
of the market—in livestock procurement 
and in wholesale distribution. So the 
pockers’ net profit margins customarily 
ore for slimmer than those of other food 
processors, hardly compare with margins 
of U.S. manufacturers generally 


¢ net profit per 
$ of sales (1958) 














gamut of meat packing equities. The 
specialist in meat packing securities, 
once a virtually extinct species, is back 
again and is obviously as happy as a 
cow in a clover patch. 

Yet the hopes are not 
pinned entirely on growing livestock 
supplies. 
concerted 


analysts’ 


They are also pondering a 
effort on the part of the 
packers to streamline their plants, cut 
overhead, improve distribution 
tems, develop new high-margin prod- 
ucts and embark on aggressive mer- 


sys- 


chandising campaigns. 

The industry has already done much 
to improve its profitability. During 
(endin; 
thereabouts), slaughterin 


the packers’ last fiscal yea 
Oct. 31 or 
of both cattle and hogs fell, and ‘ive 
stock prices outran the gain in whole 


sale prices Nevertheless, the nine 
top companies as a 


their 


group increaset 
Sizable profit 
were posted by four companies (A) 
mour, Wilson, Morrell and Cudahy) 
Two firms (Hygrade and Oscar May 
er) showed little change. Only three 
companies (Swift, Rath and Hormel) 
reported sharp declines 

As the livestock supply 
improved, the packers came back with 
a bang in the six 
April. Swift hiked its net 
$6.8 million. Armour 
earnings 115.7 to $4.5 


the remaining six 


earnings gains 


Situation 


ended ll 
168.7 to 
increased its 

million. Of 


months 


companies (Osca! 
Mayer did not report), only Cudahy 
which had its own localized difficulties 
with supply, pocketed less net profit 
than in the first half of fiscal 1958 
Since the meat packers do not 


issue 
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PACKAGING SLICED BACON: 
elsewhere, inefficiences 


quarterly reports, the shape of fiscal 
1959 will not be entirely clear 
they their 
December 


until 
annual reports 
But the betting 
on Wall Street is that the improved 
marketing of livestock, coupled with 
economy measures, will not only cre- 
ate a sharp gain in profit over 1958 
but very likely give the industry one 
of its best 


release 
around 


postwar years 

Sleeping Giants. Glories of the mo- 
ment notwithstanding, however, the 
real test of meat packing management 
still lies ahead. If the major packers 
are to achieve the investment standing 
many of them so ardently seek, they 
will have to find ways to temper the 
feast-and-famine cycle so character- 
istic of the industry, put their opera- 
tions on a basis which will not only 
give them more stable profits but the 
promise of well 
it has been the 
biggest meat packers, those who han- 
dle the largest volume and who com- 
mand the attention in money 
markets, who have been least able to 
their With 
commitments them 
the 
tors who have been best able to change 


growth as 
Unhappily enough 


most 


lesset 
it has 
specialized opera- 


reform finances 
to burden 
been smalle 
with the times in pursuit of profit 
Thus, of the packers 
earned less in 1958 than they 
1947-49, 
the largest in the land 
Wilson. The 
Rath Packing, 


n volume, 


four which 
had on 
average three were 
Swift, Armour 
fourth, Waterloo, 
while 
the 


maintains 


during 


and 
Iowa's smalle 
resembles majors in 
it habitually more 
ity than it normally can 

Of Trains and Trucks. To under- 
stand how the industry arrived at this 


State 


pac use 


and how it is attempt- 
little 
nowledge of meat packing history 


When 


o conquer it, requires a 


such packing patriarchs as 


1959 


Gustavus F. Swift and Philip D. Ar- 
mour came to 
1800s, they 
rails 


the 
town on 


Chicago in late 
into steel 
In those days, basing a big and 


rode 


centralized slaughtering operation in 
Chicago close to 
kets made sense 
could be shipped 
corn belt, fresh 
transported great 
erated 
points 

But during the 1920s and 1930s the 
trucks rolled into the picture. What 
they did, quite literally, was carry a 
great part of the meat business away 
from the big 
of all sizes, no longe 
railway network, took 
directly to the farmer 
transportation 


big consumer mar- 
Moreover, livestock 
in by rail from the 
meat economically 
distances by refrig- 
distribution 


cars to far-flung 


operator. Slaughterers 
the 
plants 


livestock 


bound to 
their 
cut 
costs and enjoyed 
greater distribution flexibility with the 
refrigerated truck 

This trend toward regional slaugh- 
tering the 


expense ol 


continued through 
the 


cities as 


next 
two decades at such 
terminal Chicago, Kansas 
City, Omaha and St. Paul. Then World 
War II came along, spawning numer- 
ous black market operatots and end- 
ing with 
that put 
business 


a sudden demand for meat 
still other small packers in 
It wasn't too difficult to set 

“It’s get into this 

remarks one packer. “All 
you need is a knife and a rope.” 

The Judge Steps Out. Thus, the in- 
dustry’s traditional leaders came into 
the world with vastly in- 
creased competition on both the buy- 
ing and selling ends of their business 
Time had made their 
lete and poorly located 

It is anybody’s guess how long this 
debilitating state of affairs might have 
persisted had 


The earliest and most ex- 


up shop easy to 


business,” 


postwal 


facilities obso- 


not new management 


stepped in 


plosive debut made by Judge 
Cooney, who took over the presidency 
of Wilson in 1953 the 
blunt-spoken Cooney served as an at- 
torney and a district court judge be 

fore joining the 1926 
During his 23 years as a vice presi- 
dent, had 
ideas about how to solve the 
ills, but he had 


get his ideas across 


was 


lowa-born, 


company in 


Cooney evolved radical 
industry's 
never been able to 
Cooney’s diagnosis was that the 


packers 


big 
the 
letting 
investments dictate 


had been 
calf of volume 


brick and morta: 


worshipping 
golden were 
policy. “The sole reason the industry 
that 
production is determined by ability to 
produce rather than ability to produce 
profitably. . In the old 
operated at full capacity fo. 


does so poorly,” declares he, “is 


days, you 
several 
weeks and then your plant was mostly 
idle the the There's no 


need for those big plants today This 


rest ol time 


isn't seasonal anymore 


The Payoff. Unlike the 


a whole, which 


industry 
industry 
has pernaps 


more slaughtering capacity thar 
Wilson, by clos 


Chicago plant and othe: 
units, today 


normally uses, ing 


une 


Mnomic 


has geared its capacity 


This 
company officials feel, protects Wilson 


from the danger of getting stuck 


closely to production demands 
vith 
large quantities of 
must be 


resh which 


meat 
disposed cay ana 
often, at 

In this 


one 


any price 


highly uncertain industry 


thing is sure: Cooney 


crusade 
has made a very pronounced impres 
pac kers 
is that his theory 
1953 through 


gained steadily 


sion on other 


The reason 
has paid off From 
1956, Wilson's 

When the 
1957 
pany’s net dipped just 19.7 
with a 42 


earnings 
downward 


reaction occurred in the com 


compared 
avel 


age for the nine lead 





DRIVING TO SLAUGHTERING 


STEERS 


PLANT: 


th rough the early 1960s. a 





WILSON-EQUIPPED GOLFER: 
for some, lucrative sidelines 


ing packers. Last year Wilson actually 
earned more than in booming 1956, the 
only one in the group to do so. 

Part of this profitability is, of 
course, due to Wilson’s sporting goods 
business, but even Cooney’s com- 
petitors admit that this is a relatively 
small part of its operations, and that 
the big gains have been made in 
Wilson’s meat business. 

The Butcher's Block. Across the Chi- 
cago River from Cooney’s headquar- 
ters in the Loop, famed old Armour 
& Co. has been going through some 
Herculean labors of its own by way 
of reorganization. The Hercules in 
this case is young (45), handsome Wil- 
liam Wood Prince, an Armour director 
since 1950 and president since Sep- 
tember, 1957, who served seven years 
as boss of Chicago’s Union Stock 
Yard and Transit Co. 

Like Cooney, Bill Prince has some 
very forceful things to say about the 
industry’s troublesome state of over- 
capacity: “[It] has inevitably led to 
the practice, all too frequently, of 
arriving at buying and selling prices 
with a margin between them that 
only ‘contributes to overhead,’ but 
fails to cover that overhead, let alone 
produce earnings. 
to contributions 
directed.” 

In trimming Armour to a 
businesslike cut, Prince has 
a very special problem peculiar to 
his company. Ever since J. Ogden 
Armour tried to corner the wheat 
market in the mid-1920s and failed, 
Armour has been burdened with one 
of the heaviest debt loads in the in- 
dustry. Last year, interest expense on 
this debt (now $155 million) amounted 
to no less than $6.2 million—a sum 
which actually exceeded the year's 
$5.6 million-profit. Like his predeces- 


We are opposed 
unless charitably 


more 
faced 


12 


sor, Frederick W. Specht (now chair- 
man), Prince has continued to chip 
away at this burden and to enlarge 
working capital. 

Extreme Measures. But elsewhere 
Prince is seizing upon more extreme 
measures to right his company’s 
fortunes. Armour, which has not paid 
a cash dividend since 1948, once dis- 
closed that its meat operations have 
averaged out as money losers, offset 
only by gains in by-products and 
such diversified sidelines as soap 
(Dial brand), dairy items, chemicals 
and pharmaceuticals. Prince has set 
out to change that. So far, he has 
broken down his organization into 
regional units, sold his foreign pack- 
ing subsidiaries and shut down 
slaughtering operations at six of his 
32 domestic plants. 

The target Prince has set for each 
of his divisions is an ambitious one: 
a 30° working capital 
plus net fixed assets. Explained he 
at Armour’s annual meeting early this 
year: “This figure would approxi- 
mately equal the maximum profits 
earned previously by Armour & Co. 
of $30 million after These 
should not be speculative profits, but 
standard 

Swift's Slow Turn. By comparison, 
events at big Swift & Co. have been 
relatively quiet, perhaps misleadingly 
so. Actually, Porter M. Jarvis, 56, 
a Swift veteran who ascended to the 
in early 1955, has been 
throwing cash into 


return on 


taxes 


earnings.” 


presidency 


constantly cor- 


THE HARDER 
THEY FALL 


Burdened by outdated and poorly 


located plants, the historic “Big Four 
kers have had tough going 

er mpetitors over 
1verage their earn 
second-ronk firms 


gging nutritious gains 


Earnings after Taxes 
(1947-49 Avg.~100) 
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porate improvements. Since Jarvis 
took over, roughly $145 million has 
poured forth from Swift’s hulking old 
headquarters in Packingtown. “We 
are still,” says Jarvis, “in the stage of 
making adjustments to meet contin- 
uing changes in production, proces- 
sing and distribution. . . . This should 
always be the case in a 
business.” 

The important difference between 
Cooney’s approach and Jarvis’, as 
rival packers see it, is that Jarvis is 
less inclined to shut down capacity 
than to relocate it. Unlike Armour, 
Swift takes its time before it whacks 
off an unprofitable unit. Explains 
Swift Treasurer A. L. (“Al”) Bruck- 
ner: “It’s easy to close down opera- 
tions that are not doing well. What 
we try to do is devote a lot of effort 
to putting these plants into the black.” 

Thus while Swift has closed as 
many as six meat packing plants (and 
42 sales units) in recent years, it has 
acquired or built six new ones, in- 
cluding a large and modern plant 
at Wilson, N. C. In general, this 
represents a relocation of plants from 
north to south and east to west, con- 
forming to shifts in livestock produc- 
tion and population. 
(Swift’s $2.6-billion sales last year 
exceeded Armour’s and_ Wilson's 
combined), it apparently intends to 
remain both a big buyer and a big 
slaughterer. “We can’t be in-and- 
outers,” Bruckner. “Our 
pany must serve its market thoroughly 
and at all times 
levels.” 


dynamic 


A big company 


says com- 


regardless of price 
The big question is just how far 


this program 
Swift’s very narrow spread 


broaden 
So far, 
the trend of the giant packer’s earn- 
ings does not offer much by way of 
encouragement Since 1955, 
Swift earned $22.9 million, giving the 
company one of its best postwar years, 
net profit has dropped steadily, hit- 
ting a 20-year low of $10 million last 
year. This year’s sharp rebound in 
earnings, up 168.7%, 
that Swift may finally be turning the 
corner, and may in fact face several 
highly profitable years. It 
likely, however, that Swift will con- 
tinue to carry relatively more excess 
capacity than either Armour 01 
Wilson, and that its earnings will 
consequently fluctuate to a 
degree with changes in 
supply and prices 


will go to 


when 


does suggest 


seems 


greate! 
livestock 


Processing & Profit. How fast 
how far the major packers go in 
reforming their profits may well de- 


and 


pend to an extent on how well they 
getting their 
product into processed “convenience 
Along with Swift’s Jarvis, 
Armour’s Prince and Wilson’s Cooney, 


succeed in more of 


foods.” 


Forbes, auGust 1, 1959 





PROCESSING SAUSAGE: 
tasty profits, too 


Mac McCallum of John Morrell has 
worked hard to put a greater per- 
centage of his tonnage into specialized 
manufactured” Observes 
McCallum: “It’s something like mak- 
ing a watch. The more skills you put 


meats 


into the finished product, the more 
money there is in it.” 

Yet the major packers are not likely 
to be able to make a really big dent 
in the field 
as long as the Packers Consent Decree 
The decree 
traditional 
Armour, Wilson 
handling a long 
non-meat foods. In 1956, all 
of these companies Wilson 
(which feels that it is already exempt 


general food processing 
of 1920 remains in effect 
prohibits the industry's 
‘Big Four” (Swift, 
and Cudahy) from 
list of 


except 


as a result of its 1926 reorganization) 
asked fon 


decision has yet 


relief from the decree. No 
been handed down 

On the Road. Despite their assorted 
handicaps, the major packers 
to be well on the road to cor- 
What _ their 
history of unimpressive earnings and 
tended 


these are 


now 
appeal 
porate rejuvenation 
management has 
that 
corporations of massive fiscal strength 
As such 
potentially great 
The big trick, 
unproductive 


uninventive 


¢ 


to conceal is the fact 


they are organizations of 
recuperative powel 
of course, is to unlock 
capital, and this is ap- 
what is being done 

“Anyone who thinks that the large 
weak 


parently 


packer is a sister is dead 


wrong veteran 


We art 


operators in the 


warns one industry 
finding ways to be effective 
country, we are 
business 


learning to stabilize our 


through diversification, and we are 


beginning to develop and apply our 
own special type of technology.” 
And, as 


selves would probably 


even the packers them- 
agree, not a 

moment too soon 

1959 
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STEEL 


THE UNSTRUCK 


For a handful of smailer steel 

companies, extended con- 

tracts should mean extensive 
profits. 


As THE big strike cooled off the fur- 
last steel 
stockholders heard some chilling sta- 
tistics. For month the strike 
might last, the projections went, the 
industry would run up out-of-pocket 
losses of some $300 million. A two- 
month strike 
sible by 


naces month, company 


every 


considered quite pos- 


some observers—could cut 


sharply into the impressive gains 
racked up by steel companies 
in the booming first half of 1959 

But not eve y body 
For a handful of 


the situation could be 


most 
was hurting 
smaller companies 
regarded with 
equanimity, if not positive pleasure 
At Detroit Steel, Granite City Steel 
Lone Star Steel, Keystone Steel, fur- 
naces were still going full blast since 
had 
been indefinitely extended 

Booked Solid. Detroit Steel (1.5- 
million tons ingot capacity) says Di- 
Herbert Appleby, “is booked 


solid for and even 


contracts either not expired o1 


recto! 
July August 
though we'd expected that heavy in- 
ventory build-up would have cut us 
down to only 75° of capacity for the 


Nor 


bec ause 


third quarte 
this 
getting a 
stricken 


customers 


insisted Apple- 
Detroit Steel 
windfall from his 
Just that ou 
inventory 


by, was 
was 
competitors 
used up faster 
than they expected.’ 

The 


boosted 


earlier pick-up had already 
Detroit's 


earnings to 80x a 


SEC ond-qu arte! 


share (versus 


ty 


a 2c 


deficit in the year ago period) 
Now, said Appleby, the third quarte: 
“might show a 20 
that, 
into the fourth.” 

Strike Is Not the Key. President E. B 
Germany of Dallas-based Star 
Steel (800,000 tons) 
tale. Although a 
cline had been expected 


to 25°) improve- 


ment ovet and even carry on 


Lone 
told a 
third-quarter de- 
Star 


similat 


Lone 
heavy in oil field goods, now 


to run at 


expects 
top speed all year The 
company had already marked a te 


rific turnaround: six month net 
$6.3 million, compared with a 
$482.829 for the 1958 period 


Germany: “It’s the pick-up it 


Was 
mere 
Insisted 
oil field 
that is our key. not the 
But there was 
Lone Star 
inability of 
now 
City 


said 


business 
strike.” 

that 
from the 


little ques 


tion stood to benefit 


its competitors 
to deliver 

Granite Steel ha special 
Executive Vice 
Hamilton. Though furnace: 
blast, it 


out enough ingots to supply all the fin 


problem, Presi 
dent J. L 
are going full cant squeeze 
ished goods customers want 

Even a couple of big con panies had 
both Armco 
National Steel 


about half 


easement For 
(fourth 
(fifth 
facilities shut down Armco 
President R. L. Gray that 
though the strike might 

tual 


some 


ranking) and 


ranking), only thei 


were 


profits for the 


busine SS irom his 


might easily keep the 
at least breaking ever 


entirely st 


unstruck 
Granite City, Detroit 
the prospects vere a 


alluring Said a top pi 


cial at one For the 


next 


s not going to De 


an produce 


UNITED STEELWORKERS BEGIN PICKETING: 
the small producers feel no pain 
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UTILITIES 


THE ORPHAN’S 
FRIEND 


General Public Utilities has 

boosted its dividend nine 

straight years —and last 

month Al Tegen made it ten 
for ten. 


BEHIND the cheerful yet conservative 
exterior of Albert F. Tegen, president 
of New York-based General Public 
Utilities,” lurk some unusual ideas 
about the care and feeding of stock- 
holders. “Look at it this way,” says 
Tegen. “If we retain 25% 
vestor’s share of earnings and earn a 
good return on it, we ought to be able 
to pay him more the next year.” 

This sort of reasoning, and the an- 
nual dividend boosts with which 
Utilityman Tegen has backed it up, 
have made GPU something of a popu- 
lar favorite with individual investors 
Says Tegen proudly: “We're 
tially a widows-and-orphans stock.” 
Surprisingly, too, considering GPU's 
relative obscurity, it ranks high with 
professional investment managers (its 
stock, for example, stands 43rd on the 
“Favorite Fifty” list of fund 
investments). 

Last month Al Tegen again came to 
bat with the consistent sort of hitting 
his stockholders have come to rely on 
Up went the quarterly dividend from 
53c to 56c, the tenth such hike in ten 
straight years 


of an in- 


essen- 


mutual 


Simultaneously, Tegen 


General Public Utilities Corp. Traded 
NYSE. Recent price: 247,. Price range (1959) 
high, 26: low, 24. Dividend (1958): $1.015. In- 
dicated 1959 payout: $1.09. Earnings per share 
(1958): $1.54. Total assets: $888 million. Tick 
er symbol: GUY 


STEP BY STEP 


EARNINGS 


OIVIDENDS 


52 'S3 ‘S44 '55 ‘56 ‘57 'S8 











won SEC permission to split GPU's 
stock 2-for-1, and reported earnings 
of his four domestic subsidiaries up 
4.8%, from $2.70 to $2.83, in the 12 
months ended March 31. Noted 
Tegen: “Our dividend boosts help to 
offset the shrinkage in the purchas- 
ing power of the dollar.” 

Playing the Percentages. In a way, 
Tegen’s dividend increases actually 
are a way of saving money for GPU 
itself. Unlike most utilitymen, who 
have trouble keeping debt at 60° of 
their Tegen has not 
resorted to issues of preferred stock 
piled atop each other to keep his ratio 
in balance. Thanks to the steady divi- 
dend, he can get the cheapest money 
in Wall Street simply by going to his 
widows and orphans for more. For 
they lend money (via common 
stock purchased) for a dividend yield 
of 4.2%. In contrast, 5%4° debt would 
fixed charges and preferred 
would cost dearly. “The cost of pre- 
ferred,” says Tegen, “has pushed as 
high as 534° 


capitalization, 


him 


raise 


, SO we see no room for 
that type of senior security.” 

As another way of keeping costs 
down and the dividend up, Tegen has 
cast his thrifty glance along General 
Public Utilities’ lines. Over 
the past five years he has added new, 
modern equipment which cuts the cost 
of heat units needed to produce one 
kilowatt hour of electricity by 
tenths of a mill. Small as that sum 
may sound, when multiplied by the 
8.5 billion kilowatt hours which GPU 


sold in 1958, the savings come to $1.7 


power 


two 


million in that one year alone, or a 
tidy 16c on GPU 
common 


every share of 

Trouble in Pesos. On only one front, 
in fact, has Tegen been unable to work 
any financial magic: the Philippines 
Because of an imbalance in its trade, 
that nation has cut off any outflow of 
dollars (and GPU dividends). That 

that unblock 
million pesos in declared 
Manila Electric stock 
only through the expensive course of 
converting them into gold and then 
into dollars at four pesos to the dollar 
(official rate: two to one). Neverthe- 
less, Tegen is hopeful that the situa- 
tion will clear up in time. “They like 
us in the Philippines,” says he stout- 
ly “You buy 
Manila as cheaply as in 


has meant 


some 48 


Tegen can 


dividends on 


electricity in 
New York, 
even though fuel costs 40% more 
and the Filipinos know it.” 

But not even repatriation problems 
in the Philippines can dim the bright 
lights GPU is flashing this 
“We've predicted $2.95 in domestic 
earnings,” chortles Tegen, “and the 
way we're going, that’s money in the 
bank.” Even better, he already has 
made his point to his faithful widows 
and orphans 


can 


yea! 


CE’S CORDINER: 
he plumbed the prospects 


ELECTRICAL EQUIPMENT 


THE BENIGN 
CIRCLE 


Never mind what Wall Street 

says, what GE’s Ralph Cordi- 

ner wants to know is whether 

Wr. & Mrs. Consumer are 
buying. 





For THE chief of a gigantic ($2.4-bil- 
lion assets) company, dealing in huge 
complex machinery, General Elec- 
tric* Chairman Ralph Cordiner has a 
rather unorthodoxly direct approach 
to gauging GE’s prospects. “We are 
encouraged,” said he last month, “by 
signs of increased consumer spend- 
ing on durable goods.” 
Certainly, the level of 
spending is not the sole economic in- 


consume! 


dicator that Cordiner uses to plumb 
the future. He is also known to take 
close measure of population growth 
savings, expendable income, replace- 
ment factors and kilowatt/hour con- 
sumption. As for the stock 
he has often proclaimed: “It 


market 
has no 
influence on me at all.” 

Thus Wall Street’s interest was 
aroused last when GE 
wrapped the results of 1959's second 


month un- 


quarter, showing profits up l2c a 
over the 


$74.8-million increase in sales) 


before (on a 
But 
of GE’s four major product divisions 
the one that failed to 
general upsurge was heavy electrical 
equipment (e.g., turbines, 


tors). Yet Cordiner 


share yeal 


share in the 


genera- 


was unruffled 


*General Electric Co. Traded NYSE 
cent price: 823,. Price range (1959 
843,, low, 745,. Dividend (1958): $2. Indic 
1959 payout: $2. Earnings per share 
$2.77. Total assets: $2.4 billion. Ticker 
bol: GE 
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GIANT GE TURBINE: 
nothing like a white sale 


Cheered by heartening increases not 
only in actual orders, but in customer 
inquiries, Cordiner concluded that 
“the outlook is brighter.” 

Generating Business. To help it stay 
that way, GE forthwith cut prices on 
its steam turbine generators rated at 
200,000 kilowatts and up, slashed 15°; 
off the price of a line of turbines made 
especially for the oil and chemical 
industries. Taken by surprise. GE's 
top competitors in heavy equipment 
acknowledged that they would now 
study their own price structures, 
though no one expects GE's lead to 
make for anything like a “white sale” 
in heavy electrical goods. Neverthe- 
less, Westinghouse, for one, promptly 
announced that it will spend $25 mil- 
lion to expand and modernize its fa- 
cilities for turbines, generators, large 
motors and similar heavy apparatus. 

Still, even Cordiner had to admit 
that any new orders for heavy equip- 
ment (which can take up to two years 
to build, one year to install) will not 
find their way into GE’s sales and 
earnings columns until late in the 
year at best. Why, then, the “bright- 
er” outlook? It all came down to 
another of Chairman Cordiner’s pet 
theories, known at GE as “the benign 
circle.” 
an increase in the use 
of home electric power begets a need 
for more transmission equipment, 
which begets a further need for heavy 
generating equipment—all of which 
GE makes. That was why Cordiner 
was encouraged by the new spending 
mood of Mr. & Mrs. American Con- 
sumer. For the sale of another re- 
frigerator or toaster, to GE’s way of 
thinking, makes for progress all along 
the line. And that, after all, is GE's 
most important product. 


Its essence: 
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FOOD PROCESSORS 


JOHN DANIELS’ 
TREADMILL 


Just holding your own can 
be a mighty expensive prop- 
osition when you're on an 
economic treadmill. Case in 
point: the past sad decade of 
big Archer-Daniels-Midland. 





IN soME ways, Archer-Daniels-Mid- 
land Co.* (biggest U.S ; 
flaxseed products, second largest 
storer of grain, fifth largest flour mil- 
ler) is the very model of solid enter- 
prise. Dependable? It 
regular cash dividends without a 
break for 32 years. Fiscal prudence? 
Stockholder equity is guarded by a 
pristine capital structure, unencum- 
bered by debt or preferred. And to 
complete the picture, ADM’s 37-year 
old president, John H. Daniels, reg- 
ularly brushes up on latest manage- 
ment techniques at the Harvard 
Business School 


producer of 


has_ paid 


In one very crucial way, however, 
$112-million (assets) ADM would not 
get very high marks. Over the past 
ten years, it has sunk $51 million into 
expansion and acquisitions, including 
such exotic lines as linear accelerators 
for nuclear work, foundry products, 
and fiberglass pleasure boats. So far 
ADM showed a commenda- 
ble zeal for expansion, research-mind- 
edness and a desire for diversification. 
But for all this huffing and puffing, 
ADM's 1958 sales (at $225.8 million) 
were still 20°, below the $283.6 million 
racked up a decade ago in 1949 
ADM's per share net of $2.45 was a 
bare third of the $7.37 it 
decade earlier 

Wrong-Way Inflation. The trouble 
was that ADM, while feeling the ef- 
fects of inflation in its costs, was get- 
ting no benefit from inflation in the 
prices of goods it sold. It was closely 
tied to agriculture, and in the past 
booming ten years farm prices have 
tended downward. Flaxseed, which 
went for $6.15 a bushel in 1948, was 
averaging $3 in June, 1959. Soybeans 
were down from $3.33 to $2.25, wheat 
$2.29 to $1.84. By the 
token, price of the processed feeds 
ADM sold back to farmers went down 
So ADM had to and 
more physical volume just to keep 
the same number of dollars rolling 
in. Hence the need for all that fiscally 
sterile expansion 


so good. 


earned a 


from same 


process more 


*Archer-Daniels-Midland Co 
NYSE. Recent price: 467,. Price range (1959 
high, 49',: low, 4354. Dividend (fiscal 1959 
$2. Indicated 1960 payout: $2. Earnings pe 
share (fiscal 1958): $2.45. Total assets: $111.7 
million. Ticker symbol ADM 


Traded 


To counter this, Daniels worked 
hard at upgrading his products. Soy- 
bean processing led him into plasticiz- 
ers for paints and plastics, leading in 
turn to production of other resins and 
chemicals. Still ADM’s return on sales 
shrank steadily from 3.9 
1958 

Light at Last? But last month, crew- 
cut John Daniels thought he could see 
at least a little light at his Minne- 
apolis headquarters as he closed his 
books on fiscal 1959 (ended June 30). 
True, his sales, at an estimated $230 
million, 1.9 
1958. But his estimated net was up to 
some $3.50 a share, a 42.9 
1958 and the best gain 
the company had shown in a decade. 
Said Daniels bouyantly: “This com- 
ing year will still be a time of transi- 
tion 


to 17 in 


were up a mere over 
rise ovel 


year-to-yeal 


But now we're really ready to 
move again.” 

With profit margins finally picking 
up somewhat, Daniels last month was 
deep in the middle of an internal 
corporate reorganization to accelerate 
the Said he: “We've always 
emphasized purchasing and produc- 
tion. Now we realize that to grow, the 
emphasis must be on marketing.” 
For example, explains Daniels, ADM 
sells 51 basic ingredients to the feed 
industry, through six divisions 
ten sales managers 


swing 


and 
In place of that 
costly 


cumbersome and 


organization, 
feed marketing 


under one sales manager. “Instead of 


he is consolidating 


LESS WITH MORE 


@ Gros 


100 


plant (in millions) 
Heavy spending 
has boosted 
Archer-Daniels- 
Midland's gross 
plant by 90% in 


the last ten years... 


but more and 
more physical vol- 
ume has brought 
in less and less 
dollar volume as 
farm commodity 
prices fell 


Earnings, as a re- 
sult, are less than 
half as robust as 
they were a dec- 
ade ago. 





a lot of little sales,” says Daniels, 
“we'll make one big sale—in effect, 
be a supermarket for the feed in- 
dustry.” 

Then, too, Daniels believes, ADM'’s 
other new ventures will eventually 
pay off Sales of foundry products 
are up. Glass boats are not yet a big 
volume item, but, says Daniels, they're 
already proportionately much more 
profitable than some of his old-line 
products. 

From Hogs to Cars. Whether he can 
really increase sales of his agricultural 
products, even with a new organiza- 
tion, is still a question. Daniels con- 
cedes he sees much more growth 
potential for his chemicals (now 20% 
of total volume). He projects for 
them a minimum 30° growth over 
the next five years, helped by such 
products as a new resin for automo- 
tive finishes. The resin is already 
going into the Thunderbird and the 
Lark to produce a finish which keeps 
a car shiny without waxing. 

Daniels readily concedes that ADM’s 
earnings have not yet reflected the 
effect of the many changes made 
recently—and still being made. “These 
things take time,” he maintains de- 
fensively. “But we're less dependent 
than ever before on farm prices, and 
our prospects will be related more to 
the whole economy.” 

The fact remains that 75% of ADM’s 
total business is still tied to grain and 
processing. With farm 
threatening to further 
mountainous harvests, Wall Street 
thinks that the will still 
have to run faster just to stay where 
it is—let alone get back to where it 
ten ago. But ADM has 
one consolation. With its mighty ex- 
pansion program, a stockholder equity 
of some $60 a and rock- 
ribbed balance and dividend 
record, ADM is obviously in good 
shape to absorb its knocks and take 
advantage of such 
may come its way. 


seed prices 


slip under 


company 


was years 


share its 


sheet 


opportunities as 


OLIN MATHIESON’S OSBORNE: 
closer to his $1-billion goal 


16 
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OFF THE TOP 


No one is likely to greet the renewed 
boom in aluminum demand more heart- 
ily than Olin Mathieson's brass. Last 
year, huge special startup charges on 
the company's quarter-billion dollar in- 
vestment in aluminum plant took $2.20 
per share off the top of the $2.52 per 
share net available from operations, 
leaving just 32¢ per share profit before 
capital gains. This year, with most of its 
aluminum plant operating at profitable 
capacity, Olin Mathieson expects to 
shake off that burden, may earn a tidy 
$3 per share 





$ per 1957 





‘me NET PROFIT FROM OPERATIONS 








CHEMICALS 


THE ELEPHANT 
THAT CHANGED 
ITS COLOR 


The wise owls who called Olin 
Vathieson’s aluminum ven- 
ture a white elephant look 
a little sheepish these days. 


A white elephant, says Webster's, is 
“something which requires much care 
and expense and yields little profit.” 
Wall Street could hardly be blamed 
for calling Olin Mathieson Chemical 
Corp.’s* new $250-million aluminum 
venturet a white elephant. Not only 
was the Ormet plant a newcomer to a 
very complex business, it started into 
production last year at a time when 
aluminum was a drug on the market 

So much care and expense did 
Ormet Olin Mathieson that the 
giant metals-pharmaceuticals-paper- 
& chemicals firm had to pour into it 
$29 million last 
operating losses 


Result 


cost 


year alone to cover 


and start-up ex- 


penses instead of the $2.52 


Olin Mathieson 
price: 55'!,. Price 
low, 417,. Dividend 
1959 payout: $1 
70c Foial assets 
bol: OLM 


Traded NYSE Recent 
range (1959 high. 553, 
(1958): $1.50. Indicated 
Earnings per share (1958) 
$786.8 million. Ticker sym- 


Olin 
Brass 


Owned 5O by 
Revere Copper & 


Mathieson, 50 


a share net profit on operations that 
Olin Mathieson would otherwise have 
shown for 1958, it had to report to 
stockholders a net profit on operations 
of a pitiful 32c a share. “We got in,” 
sadly conceded President Stanley de- 
Jongh Osborne, “just at the time when 
[aluminum] demand and prices were 
at a very low ebb.” 

White No More. But last month 
Ormet’s elephant was no longer eat- 
ing its keeper out of house and home 
Ormet’s primary aluminum facilities 
were running at 100% of capacity 
Since Street estimates give Ormet a 
break-even point as low as 65° , it 
was obvious that Ormet was a white 
elephant no longer. 

To be sure, not all OM’s aluminum 
troubles were over yet. It is still put- 
ting the finishing touches to its roll- 
ing mill and alumina facilities and 
start-up costs on these still bit deeply 
into first-half earnings. 

New Euphoria. But even with con- 
tinued losses on this part of the alumi- 
num project, OM’s first-quarter net at 
48c per share was nearly half again 
as great as a year ago. “We're doing 
well everywhere,’ smiles John M 
Olin, chairman of the executive com- 
mittee and the company’s biggest 
stockholder. “The second quarter was 
better than the first, with every divi- 
sion profitable except the new rolling 
mill. And that will be in the black 
later this year.” 

With profits climbing sharply 
all its other divisions, Osborne and 
John Olin clearly had reason for 
optimism. “By the end of this year,” 
says Olin happily, “all our troubles 
will be behind us.” 

Closer to Target. It really looked as 
though they were. For the full 
it was now clear that the aluminum 
complex, even in its unfinished state, 
would at break even. Wall 
Street was predicting a net from op- 
erations for all of 1959 of 
than $3 a share, a really whopping 
improvement last year’s 70c, 
which included 38c of capital gains 

Osborne start 
proving his original contention that 
by 1965 earnings from his aluminum 
operations alone could hit $2 
OM’s ambitious timetable certainly 
had been delayed: back in 1956 
executives were confidently predict- 
ing the company 
of $1.2 billion by 
total, $601.4 million, 
that goal. It now looks as if 1959 
would the that the 
billion-dollar-plus sales target sound 
a lot plausible. Wall Street 
certainly seemed to think so. Up 40 
from its 1959 low, Olin Mathieson was 
making regular appearances on the 
New York Stock Exchange’s new high 
list last 


for 


yeal 


worst 
no less 
over 
was 


now ready to 


a share 
its 
sales 


1958's 
half 


have 
but 
only 


would 
1960, 
was 


be yeal made 


more 


month 
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GOV ERNMENT 


THE COP ON THE 
STREET 


Regulate Wall Street? “Un- 
thinkable!” they cried 25 





years ago. “The security mar- 
ket will dry up.” Far from 
dry, The Street today owes 
much of its liquidity to SEC. 


It was like Old School Week. Down 
from New York came Lawyers James 
M. Landis and Ganson Purcell along 
with U.S. Trust Co.’s Sinclair Arm- 
strong and retired Justice Ferdinand 
Pecora. Regrettably, former U.S 
Ambassador Joseph P. Kennedy 
couldn’t get away nor could Supreme 
Court Justice William O. Douglas, 
and from Pittsburgh, Attorney Ralph 
Demmler wired his disappointment 
together with the hope that he would 
be on hand for a 50th birthday party 
in 1984 
Nevertheless, the small body of 
men—all former SEC chair- 
men or commissioners—that gathered 
in Washington’s National Press Club 
auditorium last month helped make 
the 25th anniversary of the founding 
of the Securities and Exchange Com- 
mission an Origi- 
nally, the commemorative speech to 
the press by present SEC Chairman 
Edward Gadsby * 
a formal 


august 


auspicious event. 


(to be followed by 
banquet in October) had 
scheduled weeks earlier 
but had been put off, ironically 
enough, out of deference to the ar- 
rival in the U.S. of Russia’s No. Two 
Communist, capitalism-hating Frol 
Kozlov. Yet the postponement both- 
ered the reminiscing SEC alumni not 
a bit; at cocktails later, they remem- 
bered that the SEC itself 


founded amid irony 


been two 


had been 

The Reformers. As every schoolboy 
knows, the U.S. in 
ing in the depression it had 
ver known. Wall Street's name was 
mud, bedaubed on itself by manipu- 


1933 was wallow- 
worst 


lation, corners and pool operations 
But a small yet growing clique of 
Young Turk brokers 
were clamoring for reform. It came 
in the fall of 1933, Congress 
investigating commit- 
Senator Carter Glass 
chief 


from the 


commission 


when 
ithorized an 
headed by 
with Ferdinand 
counsel, to take testimony 
top men on The Street 
Before the probing committee came 
Wall Street, 


Pecora as its 


the lions of many of 


His 12 predecessors: Joseph P 


Kennedy; 
s M. Landis: Wil O 


ouglas; Jerome 
Eicher; Ganson Purcell; 
Edmund M. Hanrahan; 
Donald C. Cook; Ralph 
Sinclair Armstrong 


C. Caffrey 
A. McDonald 
smmier; J 
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SEC FIRST MEETING (1934): (1 to r) Pecora, Mathews, Kennedy, 


Healy 


whom stubbornly professed to see no 
evil. Others acknowledged the need 
for some almost all 
agreed that the idea of a regulatory 
body unthinkable. Among the 
Sewell 


change, but 


was 
viewers-with-alarm 
Gerard Swope, George Humphrey 
Tom Girdler. Big Board President 
Richard Whitney who himself refused 
to have anything to do with the com- 
mittee, that “The 
markets of the nation will dry up.” 
The Watchdog of Wall Street. Neve 
theless, reform prevailed, manifested 
in the Securities and Exchange Acts 
of 1933 and 1934 
vations: 1) 


Avery 


wailed 


security 


Among thei: 
“full and fair 


inno- 
dis« losure’ 
to investors of material facts regard- 
offered tol 
SEC, with 


were to be 


ing securities publicly 


sale; 2) creation of the 


which all such securities 
registered 
In the 25 


birthpains 


SEC’s 
above howls 
death of Wall 


Commission 


since the 
were heard 
that it would mean the 
Street, the 


years 


has beer 


& Landis 


pounding beat, 


cautioning 


its big watching for 


wrongdoing, against ex- 
cesses, rapping the knuckles of firms 
and traders who breached the lette 
of the SEC Acts But rather than 
drying up, reform has left the secur- 
ity markets more fluid than ever. In 
the past 25 years, $167 billior 
have been registered 
with SEC, and half of 


amount has been filed in the last six 


vorth 
of securities 


that enormous 


é alone 
Housed in grin Wa 
building known, not 
affection, as “that tar 
Second Street,” the 
staffed and overworked 
standably Wall Street ha no great 
love for the C 
give it a kind of grudging re 
rat tude 
For one 


nvesting 


years 


nece 
papel 


SEC 


But it does 


spec t and 


ommissior 


thing is sur 
Was a Hatnie 
ould 
12.500.000 


few Americans ¢ 
Now 


stocks 


ANNIVERSARY GET-TOGETHER: SEC's Gadsby (¢) with Alumni Landis, 


irmstrong, Pecora & Purcell 





CHEMICALS 


SAILS AWAY 


With business winds blowing 

strongly, Union Carbide’s 

wide-spread canvas is catch- 
ing every little breeze. 


Get any two boating enthusiasts to- 
gether, and you're sure to get an 
argument over the relative merits of 
their pet models. But one thing they 
rarely disagree on: for a big ship, the 
more sails piled on the better the 
chance of catching what winds there 
are. On a corporate level, few execu- 
tives advocate that thesis more warm- 
ly than Morse Dial, chairman of Union 
Carbide Corp.,* second ranking chem- 
ical company ($1.5-billion assets) 
Over the past decade, Dial has been 
spending freely—an average $126 mil- 
lion a year for new plant. But rather 
than concentrate on a few specialties 
(e.g., as du Pont which last year 
turned some 29% of its sales to the 
textile industry), Dial has preferred 
to scatter his shots to pull in as many 
different kinds of customers as possi- 
ble. His well over 1,000 different prod- 
ucts go to at least 14 different major 
industries, not counting a sizable num- 
ber of direct consumer products (e.g., 
plastic floor 
More than one competitor seriously 
insisted that Dial was spreading him- 
self too thin, readily predicted that a 
recession would expose the cracks in 
the structure 
Catching Little Breezes . . . Last year, 
the recession came and proved all the 
Both Carbide and du Pont 
in sales 


containers, coverings). 


of his expansion 


sails help 
were off 7% but du Pont net 
dipped 14%, while Carbide’s slipped 
only 7% 

With the pick-up in all 
business this year, Dial’s sails 
really filled. Morse Dial, a 
man with a statement, would only say 
last month: “The 
rapid recovery is the great diversity of 


kinds of 
have 
careful 


reason for our 


our products which are used by virtu- 
When 


recovery came, we felt the lift in every 


ally every branch of industry 


division.” 

But then, Dial could let the figures 
talk for themselves last month. Fo 
the first half, Carbide’s sales at $760 
million were up 29°,, its net up 80.7 
to $3 per share over the $1.66 of the 
same half last year 

and Big Winds. 
bide official was more effusive. “How 
could we miss this year? Name the 
industries that are running way ahead 


Another Car- 


*Union Carbide Corp 
cent price: 144 


Traded NYSE. Re 
Price range (1959 high 
149'.; low. 120',. Dividend (1958 $3.60. In 
dicated 1959 payout $3.60. Earning pe 
share (1958): $4.15. Total assets: $1.5 bill 
Ticker symbol: UK 
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FIRST NATIONAL’S BRACE: 
seeker of special skills 


textiles, floor 
equipment 


rubber, automotive, 
agricultural 
They all buy from us.” 

Little wonder then that Dial would 
go on record so far as to say that “1959 
may well set records for both sales 
and earnings.” That left Wall Street- 
ers with one more question. Last year 
investors wondering whether 
Dial could keep up his 90c quar- 
terly dividend throughout the year, 
last rnonth were speculating on how 
long he can hold out against pressure 
to increase it. 

Dial himself firmly declared: “There 
is no present intention to change it,” 
but the Street noted that the main fac- 
tor behind the pressure seemed to be 
the very optimism about results by 
Morse and his officials 

As one Street analyst put it, “even 
with the steel strike, Carbide still has 
a lot of sails set to catch the rest of 
The strike 


cause them to luff a bit, but the winds 


coverings, 


were 


the winds steel may 


are still blowing strong.” 


BANKS 


“THE FIRST”’ 


One of the nation’s oldest 

banks, Boston’s First Nation- 

al—at 175—keeps in trim by 
exercising young ideas. 


IN KEEPING with Bostonian propriety, 
the birthday celebration at No. 67 
Milk Street one day 
held down to a quiet and respectable 
Actu- 
ally, none but the most proper Bos- 
tonian could have blamed The First 
National Bank of Boston* if it had 
wanted to blow the corporate roof off 
“The affectionately 


last month was 


observance with a few friends 


First,” as it is 


known throughout Bean Town, was 
after all 175 years old, one of the 
most venerable banks in the nation. 

Moreover, The First is first in the 
heart of many a Wall Streeter. With 
assets of more than $1.8 billion, it 
ranks way up there as the 16th biggest 
bank in the country. And with almost 
one sixth of all commercial bank de- 
posits in New England along with per- 
haps 20% of the region’s commercial 
bank loan volume, The First is fa: 
and away New England's biggest 

First Steps. It 1783 that a 
group of Boston merchants, “Taught 
by the experience of many Nations 
that well-regulated Banks are highly 
useful to Society,” circulated a “Pro- 
posal for a Bank.” John 
Hancock granted them a charter in 
1784—three years prior to the signing 
of the Constitution—and The Massa- 
chusetts Bank opened for business 
Paul Re- 
vere, Henry Knox, Hancock himself 
and such first Boston families as the 
Cabots and the Lowells 

Through the centuries, The First has 
not only watched a lot of history go 
by, but has helped make a lot of it 
itself, especially in banking. It 
the first bank to offer term loans to 
business for more than a year’s dura- 
tion (1934); the first to enter the fac- 
toring field (1946); first with a revolv- 
ing retail credit plan for consumers 
(1955). That last First innovation has 
proved so successful, in f that 


was in 


Governor 


Among its first depositors: 


was 


fact, 
many leading banks are using it 
Vacuum Salesman. Yet on the theory 
that “wherever a exists in 
banking services, peripheral organi- 


vacuum 


zations will spring up to fill it” (im- 
plication: The First had 
there first), The First has plunged into 
rather unBostonian banking 
pursuits. Under Senior Vice President 
Semenenko, a White Russian 
emigre who conceived the term loan, 
The First is a specialist in financing 
films, is probably Hollywood's biggest 
single backer. Anothe1 
its lucrative South American business 


better get 
some 


Serge 


First sideline 


developed im the Thirties as an anti- 
dote to sagging loan volume and now 
that The First l 


so important has 15 
offices in Cuba, Brazil an 


branch 
Argentina 

At 175, The First keeps voung by 
exercising young ideas, many of then 
Nebraska-born Ne Ww 
England-educated (Dartmouth ‘25) 
President Lloyd Brace When he took 
the helm in 1947 at the age of 44, Brac« 
himself 


put forward by 


was the nation’s youngest 
bank 


mula for preserving The First's youth- 


major president Brace’s fo 
ful outlook If we are to grow 
must learn spec ial skills.” 


The First 


useful to 


way, has proved 


highly Society 


FORBES, AUGUS 





DEFENSE CONTRACTORS shifted on to a production status CHEMICALS 
The Broad Base. Unlike many other 
aircraft and missile companies, Martin 
PROJECT: PROFITS has an extensive enough product mix DI PON T’S 
to protect it against severe damage — 2 Youre , 
Has George Bunker finally by a single military cancellation. Cur- N E W EN TRY 
succeeded in getting Martin rently, Bunker gets his biggest volume 
Co.'s earnings well off the from four projects: the Titan, the 
launching pad? Bullpup, the Mace and the Pershing. 
an Army ballistic artillery missile 


Amip the characteristic disgruntle- which is expected to yield some $400 





Will Delrin turn out to be 
another nylon for du Pont? 


: . LATER 
ment of most manufacturers of mili- million in research and development 


tary goods, the attitude of President business alone within the next three a 95 
George M. Bunker of Baltimore, Md.'s__ years. Among Martin's other products . =A yevdlas 
Martin Co.* remains one of quiet con- are the Lacrosse artillery guided mis- a — a 
tent When Bunker became boss | sile, the Missile Master electronic ait “ae - Rakes 
seven years ago, he shrewdly turned defense system and the P5M (Marlin) poy. | ep, b> 
his back on commercial pursuits, bore series of anti-submarine flying boats 
down on advanced military tech- “When an_ important technical 
nology. By so doing, he lifted the breakthrough comes along,” says 
firm from near-insolvency to its pres- Bunker, “you can't be asleep at the 
ent station as a conspicuously sound = switch.” For this reason, Bunker has 
enterprise and one of the U.S.’ key moved further and further afield. He 
missile makers. “Today,” says Bunker, set up a Nuclear Division five years 
“our real energies are concentrated ago, followed this up the next year by 
in defense work.” Adds he: “We are organizing RIAS, Inc. (the Research 
not regretful.” Institute for Advanced Study). Al- 
If Bunker has ever had any regrets’ ready the nuclear division has snared 
along the way, they probably grew an Air Force contract to build a port- 


out of the fact that Martin’s profit able nuclear power plant 


margins have remained stubbornly We have the normal kind of busi- 
low. Since 1955, Martin’s sales have ness risk,” explains Bunker simply 
ascended a healthy 78 9 vet earnings We have to keep we I] abreast oft oul 
never much more than got off the market applicati parts 
launching pad. Where Martin brought on Pxcasu MINING 


al 


in an impressive 8.9c pretax profit on sp 
the sales dollar in 1955, itearneda AQQUTED GLORY rhe gee Pig 
far less impressive 4.9c last year ntended onl) 

Great Expectations. Last month it 
appeared that Bunker was finally on 
the way to getting Martin's profits air- 
borne. First-quarter earnings had al- 
ready risen 79° to $1.04 per share, ] ps 
and Bunker was calculating that his Weir to mare 
second-quarter net would run some- MARTIN Repeat Performance? Du 
what better. Current among the Wall —— pee sw S 
Street brokerage fraternity were esti- Ti ee ee 
mates that Martin will report earn- ; 8 orgie ~-asicn for Delt 
ings of $4.50 per share this year vs PRE TA PER § AL = ae —— is a year it 50 
$4.01 in 1958. “We haven't quarrelled — , a vont take much longer than that 
with that figure,” admits Bunker. “It’s ; “t flatly predicts a top du -eAigea te 
in the ball park. We expect both RES ? re tive. He also points out that profit 


“A v pita “ ed for harder nm a new patent-protected roduct 
higher sales and a better margin : ; i ' : +e 


George Bunker's optimism grows ow PE yay ; wis 7 Delrin can run double the 
out of the changing nature of Martin’s peas Aes 7 is a aversge OS 
military contracts. For years the com- A at, the gam¢ 
pany’s missile work, which accounts tine can The comp 
for nearly three fourths of its backlog 
of orders, has been mostly in develop- 
mental contracts; carrying low mar- 
gins. But that is becoming less true 


f 


About two months ago, the Bullpup, a ellar re 1s nearly > ’ oe 


: ° ation 
Navy air-to-ground missile, went on a > ’ f y } W eee 


production basis. Within a year, both either Ber ; . nylon ren 

the Titan, an Air Force intercontinen- a 
| th } worl 

tal ballistic missile, and a new version hat the world 


f ] ild well coms 
of the Mace, a tactical missile, will be co well n 


in Co Traded NYSE. Recent 
Price range 1959) high, 623, 
vidend 1958 $160. Indicated 
$1.60. Earnings per share (195é 
179.1 million. Ticker sym- 


ssets: $ 
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AUTOS 


THE HIDDEN GIANT 


Buried in GM's balance sheet, 
“foreign operations” has as- 
sets of almost $1 billion. 
Littl wonder Wall Street 
perked up last month when 
“Overseas” got a new boss. 


As A 


ment 


echelon 
US 


common as the 


rule, second manage- 


changes in industry are 
about as comings & 


goings of so many account execu- 
Madison Wall 
Street pays them about as much heed 
But at Motors* last 
one personnel change quickly caught 
The Street's eye 
Edward Riley as 
manager of GM's Overseas Operations 
Elis S. Hoglund, 61, a peri- 
patetic, multi-lingual (Swedish, Ger- 
French) GM man (32 


tives on Avenue—and 


General month 
Named to succeed 
retiring general 
division 
man, career 
years) 

What makes 
ment especially eyecatching is 
for all the jittery talk 
automen about the invasion of foreign 


Hoglund’s appoint- 
that 


among U.S 


cars, GM itself is doing some invad- 
fact, while it 
with 


ing of its own. In 
fighting off the 
hand, it was virtually leading it with 
the othe: 

Buried deep in GM corporate rec- 


was 


invasion one 


an auto- 
total 
million, 


ords were the salient figures 
with 
$830 
stretching from West Germany (Adam 
Opel A.G.) and Britain (Vauxhall 
Motors Ltd.) to Australia (General 


mobile empire overseas 


assets of no less than 


General Motors Corp. Traded NYSE. Re 
cent price 53,. Price (1959) higt 
87,; low, 45. Dividend }: $2. Indicated 
1959 payout: $2. Earnings share 1958 
$2.21 Total assets: $6.9 billion Ticker vn 


bol: GM 


OPEL ASSEMBLY LINE: 


many a grant 


DISNEY’S DARBY O’GILL & THE LITTLE PEOPLE: 


Motors- 


is, In 


Holden's Ltd) GM Overseas 


fact, an industrial giant in its 
Last 


$33l-million net 


own right year on the parent 
invest- 
ment abroad, Overseas earned about 
$100 million, a fairly fantastic figure 
that it not only repre- 
of GM's corporate net 


income, but a return of some 30 on 


company’s 


considering 
sents fully 16 


investment 
Even by 
facilities 


GM's overseas 
Big Little Cars. 
GM's 


dwarf those of many a Stateside giant 


physical 
standards, abroad 
Its real estate, plant and equipment 
GM's books at 


(before depreciation) 


alone is carried on 
$637.1 
it has more employees (107,000) than 
GM's (90,000) 
Chevrolet division 

What's more, domestic GM has GM 
Overseas partly to thank for 


own 


million 


own well-populated 


naving 

version of the 
the U.S. market 
rseas turned out 
(313,000) 


almost as 


to bring out its 
small foreign car for 
Last vear Ove 
Opel 
GM made Buicks 
Vauxhalls and Holdens 
GM and 


and 59 ol 


more 
iutos and trucks thar 
many 
(285,000) as 
Cadillacs 

Vauxhall sales and 53 

In all GM 
Ameri 


Pac kard 


| tT 
made rontiacs 


ol Opel sales were export 
cars than 


Studebake 


Overseas sold more 
can Motors and 
put togethe most as many as 
Chrysler Co “ven in Aust! 
Holder ars a 1 utility vehicles 
sold 1: vear (111,000) tha 
Chry 
Edsel L 
Packards t LS 
Helping Hoglund’s 
tion even ! this 
hall 
US 


more 


wert Sotos. Imperials 


Studebake1 


yeal 


(sold by Pontiac dealers) is 


ninth best-selling car (up 


tenth last ‘ while Opel (sold 


> , } ‘ 
Buic K soared ! 


a fillip for the fiscal record 


MOVIES 


LESS ANIMATION 


There is considerably less an- 
imation these days in Walt 
Disney Productions’ earnings 
account—and in President 
Roy Disney. 

Ever since television broke on _ the 
American public in 1948, Hollywood 
has been singing the blues: audiences 
were gone, grosses were down, profits 
were off. The business, some said, was 
But nearby Burbank 
came nary a whimper. Out of the 
studios of Walt Disney Productions 


flowed a 


shot from 


steady stream of celluloid 


animals, animated and live, for audi 
ences around the world, and back int 


coffer Ss 


stream of profits 


the Disney came a widening 


revel 


1948 t 


For eleven years in a row 
mounted, from $4.9 million in 
$48.6 million last year. So did profits 


a 3c pei share deficit to « 
From 13, when Disne 
stock came to the Big Board in 
by last April it had climbed to 59 
Too High? Then 
onth the honey 
the Brothers Disney 
who runs the 
President Roy 
ness ) I -arning 


to $906.485 


ising fron 
net of $2.51 


1957 


sudder 


Moor 


7 
illior 
At the same ti! 
— . .3 : 
d stockholders had othe: 


Disne 


ainst $1.6 m 


} 
last veal 
i 


OO0-od 


1 


NYSI 





For months he had been telling 
brokers, analysts and anyone else who 
would listen: “The stock’s too high.” 
Even last month, after a 33% drop to 
around 40, he still ab-libbed: “It’s 
still selling at 17 last year's 
earnings of $2.51 a share, and I won- 


times 


der why. Earnings this year will be 
below that.” 


But it 


talkativeness at 


Roy Disney's 
True to the 


theatrical law of averages, which says 


wasn't only 


issue 
everybody has to take his flops with 
his hits, Disney was taking its lumps 

Yawning Beauty. The 
was Disney Productions’ ambitious $6- 


biggest such 
million extravaganza Sleeping Beauty 
full 
which 
than any other picture the studio has 
ever made 


a wide-screen opus in color and 


stereophonic sound cost more 


“Beauty” was apparently 
sleeping deepest at domestic box 
office. Admits Disney “We'll 
have to gross $10 million just to break 
even, and that will probably take a 
number of years. In the meantime, 
amortization 


Roy 


heavy 
that 


charges against 


one picture are cutting deeply 
into our earnings.” 

Meanwhile, the Disneys were em- 
broiled in a bitter battle with Amer- 
Broadcasting Co., which 
primary Disney 
productions, an arrangement that has 
been the 
ABC has been 
shut off two Disney 
Zorro, the swashbuckling 
swordsman, and the Mickey 
Club—on the ground that sponsors 
can no longer be found for them 

Since ABC has exclusive rights to 
these shows for two more years, this 
Disneys painful 
either to forego revenue from 
the duration of the 


ABC $1 


ican has 


television rights to 
producing a solid 20% of 
Disneys’ total income 
threatening to 
shows 


Mouse 


leaves the with a 
choice 
the shows for 

pay 


contract, o1 million to 


_ 2 


Se 


DISNEY’S ROY DISNEY: 
still ad-libbing 


auGusT 1, 1959 


release the 

elsewhere 
Shaggy Friend. 

Roy was roaring 

Disney official 

gloomy A 

Darby OGill 


is expected to bolste 


other 


come account A 
points out, anothe! 
Shaagau Dog 


lion) job that re 


a lo 


al disdain, “has 


$8 m 


got almost 
now 

Hollywood itsell eC” 
rn Sim rarel | . 
ney lim rarely 1OSt 
Says one 


long run 


stande: “They re 


nigu 


more than half of Disney 


comes trom 


dub in 14 


money 


torelg! I 
different langu: 
take a littl 
come back, but it alway 
come back 
Still this fiscal year (ending Sept 
30), it will take more than The Shaggy 
Dog to animate Disney's 
count. To be 


may 


income ac- 
Disneyland 
Park, the southern California amuse- 
ment park that accounted for a solid 
28°, of the company’s total revenue 


sure at 


in fiscal 1958, attendance and revenues 
last vear. But 
likely to feel the 
Sleeping Beauty 


ahead of 
1960 is 
effects of losses on 
and curtailed TV revenues 

That doesn’t make Brother Roy feel 
any more bullish on the value of the 
stock. But with stockholders looking 
for him with muzzles in hand, he does 
admit Well, 
ought to be a little more 


are running 


even fiscal 


sheepishly maybe I 
careful about 


what I say 


BUILDING MATERIALS 


IF AT FIRST YOU 
DON’T SUCCEED... 


{lthough it lost the first bat- 
tle with U.S. Plywood over 
Booth-Kelly’s rich reserves, 
rival Georgia-Pacific has ap- 
parently won the war. 





chairman of 


Owen CHEATHAM Geo 

gia-Pacific Corp.,didn't even need the 
barrage of lawsuits he started (Forses 
July 15) to block arch-rival Sol W 
Antoville of U.S. Plywood Corp. from 
buy ing one of the few ich reserves of 
fir timber left in the Pacific North- 
west. As it turned out. all he needed 
dolla 


Was a 


Both 


longer 


companies had been afte 
Booth-Kelly Lumbe 2 I 
billion boa 


os ] 
some 0 


STACKED PLYWOOD SHEETS: 
G-P 


more fi 


143.000 


gon, one of the last la 


Douglas fir on 


tied to a major torest 


Plywood 


serves not yet 
products produce! 


with its own reserves of th Key fi 


standing at only 3 billior wanted 


more of its own timbe (seorgia 
Pacific, with 12 billion feet of its own 
needed it lk irgently but 
wanted it all the 
Actually. Georgia Pac 
earlier to 
Booth, but 
said no. It 
Cheatham over prio yntracts, pre 
ferred to deal with 
U.S. Plywood had offered a solid price 
million official 
$18 million, and 1 ast 
$1 millior 
Never a mat 
Cheathan 


Instead of waiting 


eserves 


Sarmne 


negotiate a 
Booth-Ke 


} 
Was already 


ment 


with 
*lywood 


$85.5 against assets 


of only yeal 
of slightly over 

Never Say Die 
after rebuff 
flank attack 


for the 


to quit 
made a 


either 


one 


lawsuits, o1 
sooth-Kelly 
a direct 
offered 


wood's 


outcome ol |! 
dickering further with 
management, he simply made 
offer to B-K stockholder He 
them $4,250 a share vs. U.S. Ply 
$3,906. When Antoville 
balked at a bidding race 


automatically 


appare ntly 
Cheatham 
wet | 
than 


tfaller 


won 
had received tende ot more 
51 of the stock Paid a cre 
Antoville assistant We 
Cheatham’s won.’ 

But last week, Wall St 
if shrewd Owen Cheath: 
Pyrrt 


have 


withir a 


have won a 
Plywood 
return from Boot! 
ly. Cheatham 

than he 


could 
some 
already 


; 


serves needa 


sales volume 


with 


an asset for 


current 
faced tying up 
‘diate use It 


for thwarti 
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3,03 | 
AVERAGE _| _ $ 
HOURLY 2.19 


AVERAGE 
WA GE HOURLY WAGE 


IN] 
In ALL 
STEEL INDUSTRY 


ae ae 


How well are the steelworkers paid ? 




















The average hourly wage for the steelworker in figures do not include the cost of vacations, holi 

January 1959 was $3.03—84¢ higher than the $2.19 days, pensions, insurance and other benefits which 

average for all manufacturing employees; 68¢ more in the case of the steel industry, amounts to 57¢ an 
than the average employee in durable goods indus hour—among the highest benefit payments in the 
tries; and 38¢ more than the autoworker. And these country. 


How do 

steel wage increases 
compare with increases in 
shipments per man-hour ? 








From 1940 to 1958, steel companies’ hourly 
wage and other employment costs increased 
288°;, which has been nearly ten times the 
30°, increase in shipments per man-hour 








Source for a// figures: American Iron and Stee/ Institute 
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Are steel prices high ? 
Since 1940, the price of finished steel mill products 
bin i has risen at an average of about 5°%4 a year but 
S ] EELS RATE the total cost per man-hour and employment costs 
per man-hour have risen more--about 7!4°,, a year 
OF RETURN In spite of this, steel is one of our lowest priced 
ON SALES materials. Carbon and alloy steels sell at an ave 

age of about 8¢ a pound 


Are steel profits too big ? 


In 1940, the steel industry earned 8.1¢ per dollar of 
sales and in only one year since—1950—has this 
rate been equaled. In 1958, the rate was 6.3 
The average of 1940 through 1958 has been 5.8”, 
While the steel profit rate has diminished, employ 
ment costs per hour have climbed rapidly—a 288 
increase since 1940. Increases in steel prices be 
tween 1940 and 1958 were required to pay for 
higher wages, taxes, material and other costs, and 
did not increase the rate of profit 


neo “ieee ANNUALS United States Steel 





COMMUNICATIONS 


HOT WIRES 


The clicking heard at W est- 

ern Union these days is being 

made not so much by public 

telegrams as by profitable pri- 
vate wire systems. 





RESPLENDENT in a silk shantung suit 
Walter Peter Marshall, troubleshoot- 
ing president of Western 
beside Brigadier General 
Wootton at Hickam Aji) 
in Hawaii one day last 
a wide grin spreading over his high- 
Flicking a switch, 
Wootton formally put 
service the Air Force’s spanking new 
network, linking 
Hickam with Fuchu, Japan and the 
U.S.’ 250,000-mile high 
speed electronic private wire system, 
all of it designed, built and installed 
by Western Union 

By year’s end, the system will be 
extended to other Ai 
in Croughton, 


Union, 
stood ,er- 
nard Force 


Base month, 


cheekboned face 
General into 


communications 


250-station, 


Force centers 
England, Siegelbach, 
Germany and San Pablo, Spain, tying 


together a 450,000-mile global com- 


Western 


Union Telegraph Co 
NYSE y 


Recent price 42', 
(1959) high 43', low 293, vidend 
(1958) $1.20. Indicated 1959 payout $1.20 
Earnings per share (1958) $2.01 Total as 
set $320.4 million. Ticker symbol wt 


LIVE WIRE 


Fastest growing port of Western 


rraded 
Price range 


Union 5 


business, its private wire and facsimile 


, 
services produced only 10% of operating 
revenves five yeors ago now chip in 


some 18% (vs. 72% for message 


services), Western Union expects 


this low-investment ‘‘sideline’’ to 


account for nearly 50% of 


revenues ‘eventually.’ 


200 


PRIVATE WIRE 


AND FACSIMILE 


| 180} 


| 170} 


MESSAGE 
SERVICES 


1954 1955 


munications network capable of trans- 
mitting 130 million words a day. Yet 
the Air Force system is but the latest 
of Western Union 


family of 


fast-growing 
private wire installations 
United Airlines’ 
tem at Idlewild Airport, Pennsylvania 
Railroad’s set-up at Manhattan's 
Penn Station, the “Bank Wire” link- 
ing over banks) that 
has changed the big telegrapher from 


(among them 


SVS- 


200 top-drawel! 


a onetime woebegone has-been into 
communications 
1958). 


From a mere 


a top comer in the 
field (Forses, December 1, 
Sending & Receiving. 
3.2°, ($6.2 million) of operating reve- 
1948, private 
come on like Broker's Tip in the 
Derby, last 
($41.6 million) of 
$257-million 
chart). It is also the 
why the 
has grown 42 


nues in wire has since 
1933 
16.2 


Union's 


year chipped in 
Western 
income (see 


gross 
most important 
itself 
in the last ten years 


More than that Yellow 


Blank’s” services 


reason gross income 
while the 
regular message 
been 

and 
year (to 


(i.e., telegrams) have 


ata pokey 2 a 


growing 
actually 
$185 
of gross income), priv- 


year, 
declined slightly last 
million or 72 
ate wire operations have been burge- 
better than a 20 
growth clip, are currently running at 
the rate of $52 million or 18°, of op- 


oning at annual 


erating revenues 

Just before taking off for the Pa- 
President Marshall 
ventured the prediction that by the 
end of 1959 Western Union will show 
a net income of $16-$17 million, per- 
haps $2.50-$2.75 a share, that “eventu- 
ally” 


“nearly 


cific last month, 


private wire will be bringing in 
half” the Yellow’ Blank’s 
Even if Marshall's first pre- 
diction pans out, it will mark the first 
time 1929 that Western 
more than $15 

the biggest 


business 


Union 
million, 


since 
earned 
make for 


has 
single year in 
more than a century of sending and 


receiving 


THE ECONOMY) 


RIDING HIGH 


Recession—what was that? 
Scarcely more than a year 
after the big dip, the U.S. 
is back in with a 





business 
bang. 


A THE depths of the recession little 
than a 


more yeal economists 


ago, 
ibed the business dip as some- 
After its 


downward slope, they explained, ther 


desc 


thing resembling a sauce! 
would be 


month the sauce vas in the sink alo 


a depressed level followed 


sloping 


gradual upwards. Last 


MARSHALL & WOOTTON: 


words & music by Wester? 


with the rest of 1958's dirty dishes: ir 
its place Was a national economic cup 
all but running over. 

Officially,the good word came in the 
form of the Federal 


June index of industrial production, a 


Reserve Board's 


measure of the output of the nation’s 
mines, mills and factories that is ger 

erally regarded as a true reading of 
US health. Using 1947-49 
as a base year, the seasonally adjusted 


economik 


June index read 155, two points higher 
that May and 23 points ahead of last 
year’s saucer-flat 132 

30oming ahead were such industries 
business and 
durable 
such non-durables as textiles, apparel, 
rubber and chemicals. In the 
construction indust1 y, private residen 
tial building had indeed dipped slight- 
ly, but only after a continuous advance 
of 13 months. And the FHA announced 


that it had received insurance appli- 


as autos, 
household 


equipment 
goods along with 


paper, 


cations in June for 60,000 one-to-fou: 
family housing units, a level half again 
greater than that of recent months 

Strike One. It was not a little iron 
that FRB’s June Index should 
out on the very day that the long- 
feared steel strike started. There was 
no telling how long the furnaces would 
stay banked, but long strike or short 
FRB’s July index would feel the strike 
and take its lumps accordingly 

Yet until 
there 


come 


organized steel struck, 
seemed to be no 
Retail 
duced a second quartet! 
than the 


of the yeal before 


stopping the 
June 
that 
and 10 


Led by auto sup 


recovery sales in pro 
‘ 

was J 

higher first ahead 


ply-hard goods outlets, chain stores 
rang up their biggest 
April, 1957. Even 


reported that the 15c candy bar, 


monthly gair 


since contectioners 


intro- 
duced about a year ago, had been so 


, 
completely that no tewe 





than 1] major Canadymakers 
it out 

Speaking before first annual 
World Marketing Conference in Chi- 
U.S. Under 
iglas Dillon 
U.S 


comme! 


now turn 


the 


month Secretary 


CakuU last 
State Do spoke ot a 


evival of (especially 
raft) that 
by much 


the 


exports 
ottor can 


Hboost US sales as 


as $1] billior next 12 
the nation s 
complained 
s in 1959's 
fallen 
An 
nks 


tor- 


actually 
1958's pace 
; utual b 
ion put 
& loan man 
nerely beet 


to invest 


FOOD PROCESSORS 


MORE BEANS 


With a_ steady sales diet, 

Stokely-Van Camp lost fiscal 

weight for three years but 

now is starting to gain on a 
richer intake. 





Herbert F 
president ol Stokely- 


tne country’s biggest 


FOR THE 
Krimendahl, 62, 
Van Camp, Inc 


canner ol pork & beans, as 


past [our years, 


well as a 


packer of other vegetables and 


and 


sunary 
less 
diet 

intake 


fruits, had found less nour- 


Not 
had 


ishment in his 


corporate 
that z 


Stokely-Van Camp's 


NYSE 
60. 


HO«¢ 


LAB WEIGHT.-TE 


ey 


STING: 


changed tna 
held just al 


million mat 


Yi | ‘7 
LLLIOT 


($2.43 
New Land of 


Saw it, it 


Van it 
Prices 


out 


ninally 

Ac tually 
plateau has be 
customary to 


1956, Ky 


1 
as anybody 


ana 
last 
had boosted his 
from $95.5 milli 
net 108 fy 
per snare Ove 
Heinz in 


earning 


boosted 


Soup, thoug! 
65 in those 


é net or 


otokely rat I 


reased 


lal iy 
From All Sides 


) 


Plenty. As 


STOKELY’S KRIMENDAHL: 


( es 


From Peppers to P 


ong 


lahl proclaims, bo 


Stokely 


©! 


om $1.21 


tne 


| 


1 Pong (pir 
More Weight 





CURRENCIES 


FIVE TO THE 
DOLLAR 


With the French franc now as 
“hard” as the German mark 
or the English shilling, the 
sidewalk money-changers are 
unemployed. 





In Paris last month, there was some- 
thing that whole 
of American had 
the furtive little men 

Boulevardes or the 


missing almost a 


generation visitors 
gotten used to 
on the Grandes 
Place Pigalle who would change U.S 
greenbacks “at better than the official 
rate.” 
The money ~¢ hanging 
started as far back as World War II, 
when G.I.’s, paid in francs at the 
official 50 to the 
they could amplify a meager military 
US 
home, black-marketing 
roughly 400 franes to the dolla 
For lb 
Bourse kept going 


street-side 


dollar rate, found 


income by having money sent 


from it for 
years the street-corne! 
through six official 
reduced the 
dollar in 1956 
The street 
Even 
tourists 


devaluations that steadily 
rate from 49.5 to the 
to 493.7 on January 1, 1959 
sellers could always offer more 
in 1958, only the 
changed their money through official 
that 
15°. of tourist exchange went through 


primmest 


banks: one estimate had it only 
legal channels 
Money. 


one 


month, 


But 


returning 


last 
tourist 


Dearer 
more than and 
businessman was bitterly complaining 
that he “actually had to pay a premium 
Thanks to the 
taken by the de 
Gaulle government, the franc, after a 
slide, had started to 
strength on world markets 

The was not the 
confused 


for francs.” heroic 


economic measures 


10-year gain 


tourist only 


The 


one 


indigenous Francais 


U.S. TOURISTS IN PARIS: 


currency converston 


also had some mental readjustments 
to make. With the franc “hard” again, 
the French government moved to get 
rid of its “cheap look” (e.g., a pack of 
cigarettes at 250 francs, a well-made 
suit or dress at 50,000, a government 
budget written in the trillions). 
Missing Zeros. To dramatize the 
franc’s new hardness, the government 
last month simply knocked two zeros 


off all What had 


been 500 francs now became only five 


existing currency 
“new francs.’ 

Until Paris can physically replace 
which may take 
the old 
being overprinted with the 
Since both 
to make mistakes in 
through the 
prices for a while 
both “old” 


all the old currency 

as long as five years paper 
is simply 
new values tourists and 
locals are liable 


shuffling 


denominations, all 


mentally two 


are to be marked in and 
‘new” 


The 


Fr ances 


Irancs 


change easily dramatized 


new strength in the world 


economy affairs—and put the firm 
20-cent franc back in such respectable 
British shilling (14 
West German mark 


Even the tourists, 


company as the 
cents) and the 
(24 cents) 
ful of 
could 
new 


regret- 
yesterday's bargain currency, 
one consolation from the 
With five to the dollar an 


could at last 


take 
franc 
they 


easy multiplier 


readily calculate what they were 


“really” paying for anything 


VON-FERROUS METALS 


OFF THE HOOK 


Things are booming again for 
Canada’s giant International 


Vickel. 





nickel 


big question has been 


this year the 
Will the re- 
strong enough to get 
International Nickel 
lion hook? That was the 
Chairman Dr. John F 


sunk into Inco’s vast new 


IN THE business 


covery be giant 
off its $175-mil- 
amount 
Thompson had 
nickel mine 
Canada’s Manitoba 
When the recession cut 


point 


in the wilds of 
Province 
nickel Inco’s 


sales to a where 


existing ing at only 
about 65 the Manitoba mine 


capacity was run 
seemed 


as though it might be a drag on Inco 


long time to come 

last month it had begun to look 
as though Inco might already be off 
the hook Fat 
the Manitoba 


have wished 


m worrving about 
Mine } 


that 


Thompson might 


} ign 


NICKEL CONCENTRATE: 
] 


new markets the key 


date July 


tarnish 


in production (target 
1960) Reason: the 

nie kel, and 
pressed to keep up with the 


was 
Inco again was 
for its metal. Grinned a jovial T 
son, with an eye on the 
“We've been producing at ful 
and sales are keeping pace ; 
Thompson, moreover, has 
that the 
rary. For a 


turnabout is only t 


\ 
] 
i 


time it had looked as 
nickel 


largely on the 


boom was based 


though the 
boom in steel, sinc: 
steel normally takes no less than 55 

of the total free world production ot 
nickel. “I thought so for a 
Thompson “but 
inclined to doubt it The 
business upturn seems strong enough 
that 
once the steel strike is ove 


An added 


though 1958 was a bad yea 


while,” 
confesses, now I’n 
underlying 
to suggest buying will 


resume 


reason for Thompson 


optimism 
for Inco, it was not a wasted one 
With nickei abundant for the first time 
Inco had beater 


in years, salesmen 


the bushes for customers, 
had 


Meanwhile, re 


promising 


delivery terms which been im- 
possible in the past 
searchers and technicians had stepped 
up their search for new uses for the 
metal. So orders for 


being stepped up by old customers a 


gray nickel were 


+ 


the very time that new business 


started flowing again 
Cloud Ahead? Ther 
cloud on 


course, one 


Nickel no longer is Inco’s nearly 
Such 


Falconbridgs 


hav e 


clusive preserve 
Freeport Sulphur 
Sherritt Gordon 


competito! 


been expand- 


ing too On a long-term proj 
in tact, nickel capacity is 
than demand Thompson. 


using his present breat 


prepare tor that day Sai 


know nobody Knows exat tly 
demand will fully catch up with 
But for 


g new markets I 


years we ve speci 


do 





PACK AGING 


RICH WRAPPINGS 


Beef Stroganoff in a “boil- 

able” bag! The very idea may 

outrage gourmets but it’s part 

of a mighty profitable busi- 

ness for fast-growing Stand- 
ard Packaging. 


Every now and then, R.C. (Hap) 
Chandler, chairman of Standard Pack- 
aging Corp.,* rears back in his ultra- 
modern office in midtown Manhattan 
and dwells on his favorite vision. He 
sees a housewife pushing her shopping 
cart down a supermarket aisle in a 
state of anxiety-free bliss passing by 
no less than 260 different items a min- 
ute. Here and there she stops, dream- 
ily picking up such Standard-wrapped 
products as pre-cooked Beef Stro- 
ganoff in a “boilable pouch” of plastic 
film, ice cream in coated paperboard, 
nuts in vacuum-packed plastic, pow- 
dered aluminum foil 

At home, the vision still pursues 
her. The lady serves the 
plastic-coated paper bowls, the Stro- 
ganoff in coated plates, the beverage 
coated cup. Standard products 
all. Then she writes a note, on onion 
skin stationery, thanking Chandler for 
making her life easier with the pack- 
aging materials Stan-Pak makes. The 

doesn't include framing the 
Says Chandler, “We don’t make 
anything you can’t throw away.” 

Money in Throwaways. Chandler is 
not simply day-dreaming. Excepting 


soap in 


soup in 


in a 


vision 
note 


*Standard Packaging Corp. Traded NYSE 
I 35'5. Price range (1959): high 
Dividend (1958): none. Indi- 

’ Earnings per share 

75c. Total assets: $63 million. Ticker 


symbol: SPK 


STAN-PAK’S CHANDLER: 


the right place at the right time 


perhaps the thank-you note, 
variation of all this is a daily oc- 
currence in thousands of supermarkets 
and hundreds of thousands of homes 
Building the entirely on 
use-once-and-throw-away products, 
Chandle: one of the fastest 
paces even in the mushrooming pack- 
aging materials business. Since 1955, 
when he took Stan-Pak, the 
company’s sales have zoomed from $24 
million to million. While 
Stan-Pak’s sales were climbing 158 


some 


business 


has set 


over 
some $63 


sales of all consumer packaging ma- 
terials were increasing only 25 

Last month, as Chandler announced 
sales and earnings for the first half of 
1959, it was clear that Stan-Pak was 
still climbing. It was headed for the 
biggest year in its 40-year life. Six- 
month topped $42 million, 
45°. above the $29 million of the 1958 
Net (not 
counting a non-recurring profit of 62c 
per share) reached 88c pet 
than the 75c Stan-Pak earned 
in all of 1958. With that much under 
his belt already, Chandler last month 
conservatively 1959 net of 
about $1.60 pe (not counting 
the non-recurring 62 cents to date), 


sales 


period from operations 


share, 
more 


forecast a 
share 
against a previous best of $1.25 a share 
in 1957 
Pacing the Industry. Stan-Pak’'s in- 


dustry-beating growth has been part- 
ly due to good luck. Shortly after 


TRUCK USERS! 


here’s how to 
“OWN” your trucks 


Chandler, then 37, left a vice 
dency (for sales) at Union Bag to take 
over Stan-Pak, 
made of Stan-Pak’s 
products and markets. The research- 
ers reported back that Stan-Pak by 
1960 could double its 
keeping its share of the 
products it already had 
fault of 
cluded, 
place at the right time 

That meant that Stan-Pak would do 
well to stick to its specialty of flexible 
packagings, 


presi- 


as chief executive of 
he had a study 


just by 
market with 
‘Through no 


study 


sales 


your own,” the con 


“you seem to be in the right 


and 
Chandler 
that 
He projected 
a five-year push to take existing prod- 
to $60 million. Then he tacked 
on a plan to add another $40 million 
Stan-Pak’s 
related 


leave the tin 
But for 


a bustling, hard-selling Georgian 


cans 


bottles to others 
volume wasn't enough 
ucts 


in new products within 


specialty field and in closely 
lines 

Panless Cooking. His research 
men helped by coming up with Flex- 
Vac. Both a product and a proce 
packing pre-cooked frozen foods in a 
tough plastic film, Flex-Vac packages 
could be dropped directly into boiling 


water 


own 


SS for 


without messing an assortment 
Still not Chandler 
pushed another 50-odd research prod- 
Says Chandle: 
them has a minimum 
of $1 million 


of pots content 


ucts Every one of 


sales pote ntial 





LEASE... for Profit! 


Use nationalease, the preferred service that doesn’t add to your costs 


... but saves. Saves unproductive 
spent on your trucks. When you lease a CHEVROLET . . . or 


truck . 


capital and management time 


now 


other fine 


.. from the experienced independent nationalease firm in your 


area, you are assured an arrangement which ably 


meets your local service and equipment needs. 


Write us for the name 


of the nationalease com- 


pany in your area, and descriptive brochure. 


NATIONAL TRUCK LEASING SYSTEM 


Serving prince 


23 E. JACKSON BLVD., SUITE R-8 


yy al citi 


es of the United States, Canada and Pu 


e CHICAGO 4, ILLINOIS 








ANNUAL 
REPORT 
HIGHLIGHTS 


for fiscal year ended April 30 1959 1958 





NET INCOME 
Before Income Taxes ceceeeee $17,726,907 § 8,601,272 
After Income Taxes .. 4,516,907 5,193,272 
Per Share of stock a9 $1.64 $2.01 


SHAREHOLDERS 

Shares outstanding—year average 2,748,645 2,564,005 
Number of shareholders 11,000 8,100 
Year-end equity—book net worth. $40,945,796 $35,160,944 
Cash dividends paid $ 2,756,148 § 2,583,995 

Per share of stock $1.00 $1.00 
Cash flow... $10,986,972 § 9,998,365 

Per share of stock $4.00 $3.87 
Stock distributions (See note) 3% 


ANNUAL GROWTH 
Additions to properties $ 8,493,480 $13,313,713 
Crude Oil processed-—harrels 14,195,949 15,362,292 
Crude Oil produced—barrels 2,022,728 1,869,615 
Natural Gas Sales—_MCF 2,125,296 2,346,792 
Payrolls $ 6,495,848  § 6,138,259 


Note: A 3% stock dividend with respect to fiscal year ended Apri! 30, 
1959 was deciared May 20, payable june 30, to stockholders 
of record June 10, 1959 





If you would like to receive a copy of our Annual 


Report and future Quarterly Reports, please write 


COSDEN PETROLEUM CORPORATION 


619 Petroleum Building Big Spring, Texas 
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WHICH MUTUAL FUND? With this new 1959 report, Forses editors 
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But Chandler wasn't sitting back 
waiting for his laboratories. To a 
nucleus of eight operating divisions in 
1956, he added seven more companies 
over the next two years. These 
brought in more consumer products 
(container labels, folding cartons, 
fine papers, paper and plastic spe- 
cialties) and such “raw” materials 
as kraft and sulphite pulp and alum- 
inum foil. Thus last year, when a 
new packaging trend toward pape: 
laminated with foil appeared, Chandle: 
was all ready to ride it. 

At the same time, Chandler stepped 
up machine designing—although he 
stopped building his own machines 
“We get them done outside for less,” 
he grins. Machinery remains a neat 
sideline, however. The packaging ma- 
chines naturally are designed to use 
Stan-Pak materials—and sale of the 
machines, profitable in themselves, 
also promote sale of other products 
Besides, Chandler adds, as every im- 
proved model comes out, Stan-Pak 
picks up additional revenue by dis- 
posing of older machines in Europe 
and South America. Hence the so- 
called “non-recurring” profits Stan- 
Pak reports year after year. 

Dilution? For investors, there has 
been only one little fly in all this oint- 
ment To make his acquisitions 
Chandler has had to pour out stock, 
over a million shares in three years 
(Outstanding now: 2,273,446 shares.) 
Result: some dilution of earnings 
growth 

But, Chandler argues, this dilution 
has been a small price to pay for Stan- 
Pak’s slam bang growth. So fast have 
profits grown that, despite the dilu- 
tion, its per share net this year is 
likely to be treble that of 1955. Nor 
is he worried about the convertibl 
preferred he has oustanding, equiva 
lent to another 876,000 common shares 
If it should all be converted, Stan 
Pak’s common capitalization — will 
increase by nearly 40 But that 
Chandler insists, does not mean his 
stockholders will suffer. “Every com- 
pany we have acquired has carried it 
own weight with added sales ar 
earnings.” 

Besides, says Chandler, his acqu 
sition spree has given him fa 
capacity than he’s using right 
With his current plant, he could easily 
push sales up to $125 million. C 
rently Stan-Pak is taking down het 
profits even while running at 


than three quarters of capacity 

even if the preferred Is converted 
says Chandler, Stan-Pak stockhold 
ers should be well packaged against 
any real dilution. As long, that is, as 
Mrs. Housewife continues to like her 
Beef Stroganoff in “boilable” pouches 


and her dishware disposable 


ForsBes, auGust 1, 1959 
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| Hew much ere we producing? (FRB production index 


2 Hew mony people are working? (BLS nen-egriculture! employ 
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August Sept. q Dec Jan. Feb. March April May June 
(Prelim. 
Production paxk 136.0 137.0 142.0 143.0 145.0 147.0 150.0 153.0 155.0 


Employment 115.3 116.1 116.2 116.6 116.8 117.5 118.6 119.2 119.7 
Hours 7 99.2 100.0 101.0 100.0 100.3 100.8 101.0 101.5 101.7 
Sales . 137.8 127.4 ; 133.6 126.2 130.3 132 131.2 134.2 135.1 
Bank Debits . 148.1 150.7 : 151.3 158.7 159.3 157 164.7 165.9 162.6 
INDEX 127.3 126.2 128.3 129.0 130.3 131 133.1 134.8 134.8 





THE MARKET OUTLOOK ee 


1) Once the strikes were over, steel 
by SIDNEY B. LURIE output rose above pre-strike levels, as 
Lf 4 0 *l-< ec c © Ss « 
The Power of Positive Thinking oon nna ey oe See 
2) Personal income and department 
SoME years ago, the eminent church- matically shows store sales were practically unaffected 
man Norman Vincent Peale wrote a_ the difference be- by the strikes. In two out 
book entitled, The Power of Positive tween a negative 
Thinking. This treatise, rather than and positive ap- partment store sales in Cleveland and 
the daily financial pages, should be proach. There are Pittsburgh were actually higher dur- 
required reading for every security times whenaslight ing the strikes than before 
owner. All too often, people with shading of opinion 3) The steel stocks and the market 
capital are prone to emphasize the can mean the dif- as a whole also were 
negative aspects in the market and ference between lost opportunities and different to the strik« 
business outlook. In contrast, it is paradise revisited This experience 


of three 


cases personal income rose and de- 


substantially in- 


points up the fact 
ironic to note that the possibilities and Case in point: as this column goes _ that the steel industry's capital spend- 
opportunities ordinarily are stressed to press, the nation is being visited by ing is trending sharply upward. This, 
mainly by those who seek capital. the fourth steel strike in a decade, _ incidentally, is the reason repeated 

True, the difference in approach may and the financial pages are head- constructive reference has been made 
primarily be a reflection of human lining discussions as to the probable to Blaw-Knox, Harbison-Walker and 
nature. Certainly, those who have’ impact on the economy. No question Mesta Machine. Significantly, the steel 
been able to obtain a goodly share of about it, a major strike is similar to a industry’s spending is being directed 
worldly goods are less eager to be minor economic recession, and it primarily towards lower costs and 
venturesome than those who have yet’ creates distortions. But a study of improved quality rather than in- 
to establish their financial mark the three prior steel strike patterns creased physical capacity. In turn, 
Nevertheless, the fact does remain’ gives some heartening reassurance’ this points up the fact that the steel 


that the stock market daily and dra- which the negative thinkers are apt stocks may well have entered a new 
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OIL STOCKS 


Abandon hope — 
or buy more now? 


The market has turned its back on the oil stocks—and rather indis- 
criminately. 

In the face of waning hopes for individual issues, the latest Value 
Line analysis of petroleum stocks finds 7 to be well-deflated—their prices 
standing far below intrinsic values—indicating the probability of rela- 
tively strong price performance during the coming year and potentiality 
for further appreciation over the next 3 to 5 years! 


Each of these 7 stocks now carries the Value Line’s Group I ( High- 
est) Rank for Probable Market Performance in the Next 12 Months 
and no less than 15 other stocks rank equally high for Appreciation 
Potentiality to 1962-64. 


As for the rest—careful! Recent developments have indeed con- 
formed to the probabilities forecast in the Value Line Fortnightly 
Commentary of January 12, 1959. In this analysis the maladjustments 
in the petroleum industry were found to be of such a fundamental char- 
acter as in all probability to influence the operating trends in the oil 
industry for several years to come. The situation is developing almost 
exactly as then foreseen and probably will continue to do so. A copy of 
this still-timely analysis of the petroleum industry, together with the 
new report mentioned above, will be sent. to you as part of a special offer: 


SPECIAL GUEST SUBSCRIPTION 


To inform your judgment as to the best values among oil stocks at 
this time, we invite you to accept the special $5 offer described below. 
it will include, free of charge, the new 92-page petroleum edition, with 
full-page reports on each of the 75 major Petroleum, Natural Gas and 
Coal stocks—each report including objective, mathematically-derived 
Ratings of Intrinsic Value and Rankings for Probable Market Perform- 
ance in the next 12 months and 38- to 5-year Appreciation Potentiality 
for all the stocks covered, among them: 


Atlantic Refining 
Cities Service 
Gulf Oil 

Imperial Oil 
Phillips Petroleum 
Pure Oil 

Royal Dutch 

Shell Oil 


Sinclair Oil 
Socony Mobil Oil 
Stand’d Oil (Calif.) 
Stand’d Oil (N. J.) 
Union Oil 
Arkansas-La. Gas 
Amer. Natural Gas 
Columbia Gas 


Consol. Nat. Gas 
El Paso Nat. Gas 
Northern Nat. Gas 
Panhandle Eastern 
Southern Nat. Gas 
Tenn. Gas Trans. 
Texas East. Trans. 
United Gas Corp. 
Under this offer, you will also receive—by return mail—a free copy 
of Value Line’s new 3l-page study on “Security Selection During a 
Period of Inflation’’—together with the latest Value Line Summary of 
Advices on 800 major stocks and 50 Special Situations with Value Line’s 
objective measurements of value. And for only $5 (just half the regular 
pro-rata price) you will receive (a) the next 4 weekly editions of the 
Value Line Survey with reports on over 250 stocks, (b) a new Special 
Situation Recommendation, (c) a Supervised Account Report, (d) two 
Fortnightly Commentaries, and (e) Weekly Supplements. (The annual 
subscription rate is $120.) 


To take advantage of this Special Offer, fill out and mail coupon below. 
Name 
Address 
City Zone State 
Send $5 to Dept. FB-134 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD ©& Co., Inc. 
Value Line Survey Building, 5 E. 44th St.. N.Y¥.C. 17 








period of investment esteem Not 
only has the industry demonstrated 
an ability to do well at low operat- 
ing rates, but today’s technological 
improvements could mean an even 
better “quality” to steel company 
earning power 

If the strike is settled on a non- 
inflationary basis, it could have wide 
favorable implications. For one thing, 
it will lessen the threat of maladjust- 
ments which accompany every wage- 
price spiral. Secondly, it will lessen 
the Treasury’s problem of re-financing 
the government’s debt, and strengthen 
the soundness of the dollar. 

The automobile industry is an even 
better illustration of the fact that while 
it may be human nature to emphasize 
the negative aspects, the positive con- 
siderations often are overlooked to 
the detriment of one’s pocketbook 
For example, most speculators have 
uncomfortably watched American Mo- 
tors pass them by on the theory that 
1) This year’s brilliant level of earn- 
ings is largely non-recurrent. 2) The 
“Big Three’s” new compact cars will 
take away from the “Rambler.” The 
positive thinker, however, has profit- 
ably held the position that: a) Even 
if the stock should sell un a low price 
times earnings ratio, the $10-$12 per 
share potential cannot be lightly dis- 
missed. b) The “burial” due to Big 
Three competition could well have 
been premature. After all, a substan- 
tial portion of Rambler output has 
been in station wagons, and the Big 
Three’s new compact cars will not 
have this popular model. 

Or, consider the popular fear that 
the automotive industry’s new com- 
pact cars will “take away” from de- 
mand for the low-priced “Big Three,” 
thus leaving a net deficit on balance 
Isn't it just as easy, however, to em- 
phasize the “pluses” which could give 
the automobile industry a big year in 
1960? For one thing, this year’s sales 
have been quite good, even though 
there was a carry-over of 1958 reces- 
sion psychology. Secondly, the re 
placement cycle for the 1955 cars now 
Thirdly, the extensive 
model changes in prospect will help 
stimulate demand. Fourthly, stock- 
holders can take comfort from the fact 
that the industry’s efficiency has im- 
proved 


is in force 


If the automobile industry enjoys a 
6.5-7 million car year in 1960, it will 
have enormous benefits for the entire 
economy. The stimulus will be direct- 
ly felt, too, by many of the automobile 
industry's suppliers. 

For example, Borg-Warner would 
benefit in two ways: in greater sales 
of its present products to its regular 
customers; by the fact that the Big 
Three might have to give the company 
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the transmission business for thei: 
new compact cars. As matters now 
stand, the Big Three probably will 
make the transmissions for the com- 
pact cars in their own plants. This 
well-managed automobile accessory 
company also has a distinct claim to 
fame in the fact that 1959 sales and 
earnings should approximate the 1957 
peak results of $608 million and $3.81 
per share, respectively, despite the 
loss of the Ford transmission busi- 
ness last year. This business is popu- 
larly estimated to have contributed 
$80-$100 million and around 75c-$1 
of earnings in good years 

Borg-Warner has a number of in- 
teresting “pluses.” For one thing, if 
automatic transmissions are accepted 
by the truck makers, it would lead to 
a good business in this item. Sec- 
ondly, the company’s new Cycolac 
plastics division (this is the plastic 
used in color telephones) is doing very 
well and the plant again is being ex- 
panded. Thirdly, the Norge appliance 
division is enjoying the second-best 
sales year in history, and the com- 
pany’s York air conditioning division 
should enjoy a satisfactory profit in 
1959 against a loss last year. Above 
all, if the company’s low-cost fuel 
injection system is accepted for the 
1961 models, it could lead to a tre- 
mendous source of business next year 

U.S. Rubber, mentioned in an ear- 
lier column at lower prices, is anothe: 
interesting stock to own. For one 
thing, with more cars on the road than 
ever before, and today’s automobile 
wearing out tires faster than ever be- 
fore, the replacement tire business 
has a distinct growth factor. About 
one third of U.S. Rubber’s tire volume 
consists of private brand labels, such 
as Standard Oil of New Jersey, with 
another one third going to independent 
retailers. Secondly, the company is 
an indirect beneficiary of General 
Motors’ prosperity, for it supplies 
about one half of that company’s orig- 
inal equipment tires. Thirdly, not only 
is about half of the company’s volume 
outside the tire business as such, but 
it is the largest maker of chemicals fo 
the rubber industry 

Even more important, U.S. Rubbe1 
has become a more efficient produce1 
than ever before in its history, and 
the company’s profit margin makes 
pleasant comparison with those of its 
competition. A plant rehabilitation and 
consolidation program, plus manage- 
ment decentralization, have brought 
about a much more efficient organiza- 
tion. Earnings in 1959 should be in 
the $5.25-$5.50 per share area, and the 
$2 dividend is a candidate for liberal- 
ization late in the yea 

Obviously there are other bene- 

(CONTINUED ON PAGE 40) 
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TRI-CONTINENTAL WARRANTS 
tee in range for new profits ? 


What determines the 


ng about a 578 


s special b PLUS 


‘ vering 500 stocks in 45 key indust: 
guarantee applies. 


INVESTORS RESEARCH” 


Company (Dept. F-74) 
922 Laguna Street 
Santa Barhara, Calif. 


"Serving Investors in 49 States and 20 Foreign Nations 








THE TEN MOST ACTIVE STOCKS ON 
THE NEW YORK STOCK EXCHANGE 


How often have you wondered if it was safe to jump in and buy when stocks such os POLAROID 
GENERAL TIRE, STD. PACKAGING, AMER. MOTORS are being traded 
top of the most active list? We believe thot we con 

After yeors of research we offer “THE TOP TEN on analysis of the ten most active stocks of the 
week listed on the NYSE. This analysis is keyed to timing—volume—price range, and volatility 
To the best of our knowledge this is an important “first 


in thousands of shores at the 
now answer this vital question 


in stock onolysis 


The investor who insists on being fully informed will find many answers ¢ the problem of 


establishing positions in many 


— CAPITAL GAINS — 


To achieve capital gains is ao primary objective for investors in all 


300d sitvotions as they come to the fore 


tax brockets. To help atte 
this goal we would like to have you read our book TRADING BLUE CHIPS FOR CAPITAL GAINS 
We will send you ao copy ond 3 weeks of our complete odvisory service including the new Tor 


TEN ANALYSIS” for only $1.00 (or $1.25 airmail 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, California 





J. REYNOLDS 


TOBACCO 
COMPANY 


winston 


CQWOICE QUALITY 


-_ 


f 


QUARTERLY DIVIDEND 


4 quarterly dividend of SSc per share 

s been declared on the Common 

tock of the Company, payable Sep- 

mber §, 1959 to stockholders of record 

t the close of business August 14. 1959 
W. J. CONRAD 

N.C. Secretary 


Makers of 
CAMEL, WINSTON, 
SALEM AND CAVALIER 
cigarettes 


PRINCE ALBERT 
GEORGE WASHINGTON 
CARTER HALL 
smoking tobacco 








What 
goes on 


Over-the-Counter? 


A lot. Because the “over-the- 
counter market” is the world’s big- 
gest securities market—where more 
than 40,000 different stocks and 
bonds are traded. It offers a variety 
of issues that cover virtually the 
entire range of investment interests. 

Here experienced investors look 
for “beginning stocks” that show 
unusual potential for growth. 

Here the income-minded investor 
can find seasoned stocks that have 
paid dividends every year for more 
than 100 years. 

Here institutional buyers and 
other conservative investors look 
for government, municipal, and 
corporate bonds. 

In short, the over-the-counter 
market is all things to all kinds of 
investors, 

And yet, surprisingly enough, it’s 
a market that is completely over- 
looked by many security owners. 

Why? Because it’s something of 
a mystery to them. Because they 
can't quite comprehend market 
that operates without a market- 
place. Because 
they don’t un- 
derstand how 
dealers arrive at 
security prices 
through bar- 
gaining by 
phone or tele- 
type rather than 
negotiating on 
the floor of an 
exchange. 

If vou for one 
feel that you'd 
like to know 
more about this biggest of all se- 
curity markets, we'll be glad to 
send you a copy of our new book- 
let, “Over-the-Counter Securities.” 
It’s yours for the 
charge, 


asking no 
no obligation. 
Just send your request to— 


De partme nt SD-* 


Merrill lead, 


Pierce, Fenner 8 & Smith 


i ORF 


ie 


N 
Members Ne yYoré S 


shee Principa lf ge 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 





INVESTMENT POINTERS 


by A. E. RHINEHART 


Events In Perspective 


AT THE present time nothing seems to 
be needed in our financial lives as 
much as perspective. For 
of security 


purposes 
evaluation, this requires 
standing far enough from the market 
scene to view the many events of the 
past years which have had definite 
influence and effect on the conditions 
existing today and which also have 
laid the 
morrow 


pattern of progress for to- 
To this reporter, the back- 
ground picture, both economic and 
political, is an absolute necessity as a 
basis for judging what is to come. To 
particularize in terms of certain stocks 
is a secondary requirement 
In the early 1940s, we were 
with a war. The door to the printing- 
room had been opened 
What possible 


conclusion could one arrive at except 


faced 


press money 
about ten years before 


that, faced with a new phase of the 
destruction of wealth, our monetary 
This 
is not hindsight, it is the history of the 
results of simple economic laws. Let 


us keep the 


unit must depreciate in value? 


perspective in terms ol 
time and we see a postwar readjust- 
ment of values and services which 
was held to a minimum by our early 
beginnings of new scientific discovery 
and the Atomic Age 
Politics had meantime found the open 
door (to debt) and this added new 
zeal to misappropriated benevolence 


portents of the 


at home and to the save-the-world 


philosophy abroad 


To hold this 
much in perspec- 
tive gives one a 
positive means of 
appraising the fu- 
ture, even as it has 
accounted for the 
present in terms 
of record governmental debt on the 
politics and 
achievement on the part of science 


side of unbelievable 
Both of these forces have done noth- 
Both of them are mov- 
phases of growth. As 
never before, we need perspective to 


ing but grow 
ing into new 


determine the possible results of their 
That is why I maintain 
proper evaluation of a de- 


resurgence 
that the 
preciating currency and an expanding 
economy combined is of utmost im- 
portance in moving to an adequate 
appraisal of things to come in ou 
and the reflection of these 
forces in security values 


economy 


We have been closer to concern 
about our money in the halls of Con- 

than ever before in 
The debt limit has been 
(It is well to keep 
in mind at this point that certain 
World War II 
have just been extended 
ily.) The 


gress recently 


recent times 
raised temporarily 
temporary taxes ol 
tempora 
interest rate limit on gov- 


Mr. Rhinehart, Resident Manage 
So ithern Pines, N.C. office of East 
Lor Union Securities & Co 

nist tor J Donald Goodwit 

tior 
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ernment bonds—the “price-support” 
of our “debt crop”’—is about to be 
removed, and the power to change it 
further will become an executive dis- 
cretion. Thus the law of supply and 
demand violates the sacred precincts 
of government management 
and bureaucracy 


money 

There is one good aspect of higher 
money costs, remote though it may 
be, and that is its power to attract 
capital from abroad for the higher 
income. This would really be a repa- 
triation process because our Foreign 
Aid policies have created huge bal- 
ances “away” from us with our own 
money. The process, if fulfilled in the 
manner described, could slow up the 
gold loss and improve the dollar's po- 
sition generally, but this, in proper 
perspective, can only be looked upon 
as a temporary and not a permanent 
solution for us. No one in government 
has yet evidenced an understanding or 
has had the courage to admit that our 
basic financial problem arises from 
our irredeemable paper dollar. No 
one seems to remember that the de- 
struction of the value of money begin- 
ning with “clipping the coinage” is a 
first basic step in any dictatorship, be- 
cause it is a primary means of finally 
subjugating the individual. Our loss 
of gold to the credit of foreign ac- 
count is becoming serious. It is quite 
probable that others, seeing our pic- 
ture more clearly than we can or will, 
are hoping we may make another 
major error by devaluing our dollar 
by means of raising the price of gold 
This would be putting out a fire by 
pouring gasoline on it 

Our major mioney policies and our 
attempts at money management en- 
tirely overlook the fact that a sound 
monetary system runs itself. It is a 
mechanical, not a political operation 
To state it briefly, if we do not adopt 
a plan to restore our money to a sound 
basis, and that means to convertibility, 
the results will be first explosive, then 
devastating. An example of our ap- 
proach to truth, but not its full dis- 
closure, is the recent statement by the 
Secretary of the Treasury to the effect 
that any action that would let bor- 
rowers and lenders know that the 
value of the dollar will be preserved 
would remove one of the forces pro- 
moting higher interest rates 

Coming closer to the market place, 
our lack of smaller 
ways than money can be cited in the 
negative appraisal last year of the 


perspective in 


aluminum industry. It was common 
gossip for a time that aluminum would 
be in perpetual oversupply, such was 
the then overproduction of the in- 
dustry. Now it has been projected 
that in the next two years there is a 
possibility of a definite shortage. 
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Somewhere between these two ex- 
tremes, perspective would have found 
a middle ground if it had been prac- 
ticed by more than a few 

So it is with oil at the present time 
We are so saturated with negative oil 
statistics now that we lose the value 
of a perspective view which readily 
makes allowance for a phase of ad- 
justment to production, consumption, 
competition, costs etc. Perspective 
does not eliminate oil as a basic source 
of energy nor does it leave out the 
industry's ability to adjust to tempo- 
rary imbalance though it be world- 
wide. In the market place, the oils 
have in my 
tively priced. Uncertainties of owner- 
ship in properties outside the country, 
with the possible exception of Canada, 
have reduced investment interest in 


opinion become attrac- 


There is no indication 
of this becoming a lessened factor in 


certain shares 


the foreseeable future but, in many 
cases, this has been importantly dis- 
counted pricewise, although remain- 
ing as a deterrent to price improve- 
ment. Standard Oil of New Jersey, 
Indiana Standard, Union Oil of Cali- 
fornia, Gulf, Amerada, Phillips, Sin- 
clair, Texaco, Pure, Ohio Standard 
Royal Dutch and Shell Transport are 
Momen- 
tarily, emphasis has shifted from pro- 


among the best of many 
duction to refining and sales. In for- 
ward perspective gas and chemical 
interests are increasing In importance 
Witness the progress and new prod- 
ucts of petro-chemicals 

The steels are probably moving into 
their most dynamic age. U.S. Steel, 
Bethlehem, Republic, Jones & Laugh- 
lin, Allegheny 


are named in order of thei: 


Ludlum and Armco 
impor- 
tance marketwise and otherwise. East- 
ern Stainless may be added Y oungs- 
town continues in the luxury class 
This indeed is our basic industry 

The chemicals continue to prove 
their sound values as investments and 
rather regularly a new discovery adds 
a dynamic factor. American Cyana- 
mid, Union Carbide, Eastman Kodak 
Dow and Olin Mathieson offer div 
sity of growth and production 
sto ks 


take on new importance as the escape 


The so-well-named “brain 


from higher labor costs is more in 
tensely sought in all industries. The 
labor 
with the higher costs of taxation in the 
Because 
tolerated 
and taxation is legalized by Congres 


higher costs of compete only 
race to reduce profit margins 


transgressions by labor are 


does not mean that these factors lose 
the characteristics of potential con- 
In certain othe 


fiscation govern- 


ments the term “appropriation” is 


used. The results are the same—loss 
of property values and then of prop- 
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$14,000 A YEAR 
... NOW 1AM 
REALLY LIVING! 


By a Wall Street Journal 
Subscriber 


A few years ago I was going bfoke on 
$9,000 a vear. High prices and taxes were 
getting me down. I had to have more 
money or reduce my standard of living 
So I sent for a Trial Subscription to 
The Wall Street Journa I heeded its 

irnings. I cashed in on the ideas it gave 
me for increasing my income and cutting 
expenses. I got the money I needed. And 
then I began to forge 1. Last vear 
my income was up to 4,000. Believe 
me, reading The Journal every day is a 
wonderful get-ahead plan. Now I am 
really living! 

This story is typical he Journal is 
a wonderful aid to me naking §$ 7 
to $25,000 a vear. To a 
livery to you anywhere in the 
Journal is printed daily in five cities 
New York, Washington, Chicago, Dallas 
and San Francisco 

The Wall Street Journal has the larg 
tall of writers on busine 
It costs $24 a vear, but 

uaint vou with The ] na we 
this offer You can get a r il Subscrip 
tion for 3 months for § ist send this 
ad with check for $7. Or tell us to b ou 
Address: The Wall St: Journal, 44 
Broad St., New York 4, N.Y FM 











Opportunities in WARRANTS 


if you are interested in moking each $) do 
the work of $100 or $1,000 in a rising 
merket—then you should be interested 
in common stock WARRANTS. 
What are warrants 
How is it that each dollar wisely in 
vested in warrants during a bull mar 
ket may bring capital appreciation as 
much as 1000 or more over the same 
lar invested in common stocks 
How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating | 1s) 6much 
$50,000 in a few years 
How do you avoid the equally great 
losses whic h may fc w ninte jent 
siation in warrants 
warrants are ststanding in to 
market and how should they 
ight and sold 
the answer to all these questions, you 
id not miss the most widely-praised and 
only full-length study of its kind—'‘’THE 
SPECULATIVE MERITS OF COMMON STOCK 
WARRANTS" by Sidney Fried. For your 
copy of this book detailing the full story of 
ints, and a current st of 
ou should know ibout 
H. M. Associetes, Dept 
F-143, 220 Fifth Avenue, New 
York |, N. Y t send tor 


free jescriptive folder 


I warrants 
send $2.00 to 











Uniteo States Lines 
Company 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share pay ¢ September 4, 
1959, to holders o mmon Stock of 
record August 14, 1959 


WALTER E. FOX, Secretary 
One Broadway, New York 4,N.Y 














FREE Report Shows | 
Best Recommendations 
of All Leading Services 


At last .. . A complete digest of the 
leading investment services — all the 
timely information they provide, the 
special situations, the important rec- 
ommendations they come up with. 
It’s new, different, gives you a schol- 
arly report on how 60 services 
appraise both stocks and the stock 
market. It is called Investors Intelli- 
gence. The latest 12-page issue is 
yours FREE on request! It includes: 





BEST BUY The ALL-AROUND 
BEST BUY selected by our Editors 
from the leading services, plus 4 
BEST BUYS for different objectives. 





recommended buys on In- 
vestors Intelligence’s con- 
stantly supervised Master 
List. 


55 





stocks on the way up — 10 
issues many services are 
saying “Sell.” 





Most Mentioned Stocks 
with consensus of “Buy and 


] Sell” recommendations of 
leading services. 





SPECIAL SITUATIONS 


3 new recommendations selected as 
outstanding from all services. 





BONDS and Convertibles —latest 


recommendations in these highly at- 
tractive areas. 





COMMODITIES Latest advices 


on 3 major commodity markets. 





PLUS extra coverage on short posi- 


tions, industry rankings, Canadian 
stocks, stop loss advice and much 
more. 

For your FREE copy of the latest 
issue of this unique new service, re- 
turn the coupon below today. 

Sa aia ce eee ee a ee eee ee ee 
FB.3 

Investors Intelligence 

2 East Ave., Larchmont, N. Y. 

Yes, please send me FREE the 
latest issue of Investors Intelligence. 


Name 
Address 


<< 











MARKET COMMENT 


by RUDOLPH L, WEISSMAN 


Inflation—and Some Non-Inflated Stocks 


INVENTORY buying as a 
against a prolonged steel strike has 
helped maintain the myth that stocks 
should be eagerly sought because of 
impending inflation. The fact is that 
in the last 12 months wholesale com- 
modity prices have been extremely 
stable and even the cost of living has 
moved up at a very slow rate. This 
has taken place in the face of an in- 
crease in real-estate mortgages at the 


protection 


rate of some $13 billion annually and 
a recent upsurge in consumer credit, 
topped off by an indicated cash deficit 
on the part of the federal government 
of some $13 billion for fiscal 1959 

One can readily understand 
concern of the Federal Reserve 
thorities over the prospects of infla- 
tion. It would be unfortunate if the 
public were to conclude that every 
increase of the money supply or firm- 


the 
au- 


ness in commodity prices were always 
to be regarded as unsound. Expansion 
can hardly take place without a larger 
money supply (either in quantity o1 
as a result of a more rapid turnover! 
of deposits), and a substantial height- 
ening of demand for commodities, 
arising from any cause, creates pres- 
If, as appears likely, Federal 
Reserve remains 


the fall will be 


nounced, but the period of expansion 


sures 
policy unchanged, 


recovery less pro- 
will be extended 

So long as investors buy stocks for 
the the right 
results, any questions as to the valid- 


wrong reason and get 
ity of the reason seem to be largely 
how- 
ever, to view the strength in the stock 
the 
recovery in 


academic. It is much sounder, 


market as a reflection of unex- 


pectedly rapid earnings 
and the prospect of even higher profits 
The greatest bull markets have coin- 
cided with stable, 
commodity prices, as_ in 
1953-1956; 1958-1959 


tical standpoint, the only 


than rising 
1927-1929 


From a 


rathe 


prac- 
reason for 
raising the question is that if investors 
that their 


least for the 


suddenly discover concern 


over inflation, at fore- 


seeable future, has been greatly ex- 


thinking 
might create a temporary shrinkage in 
A good deal 


buying by 


aggerated, their revised 


the demand for equities 
of so-called long-range 
ndividuals is really based on the ex- 
pectation of near-term price 


When this 


not take place, the long-range factors 


improve- 


ment improvement does 


apparently diminish in importance 


witness the situation with regard to 


the oil stocks, which were always re- 


sarded as inflation hedges 


prime 


In the last two months most electric 
and gas utility stocks have been ad- 
versely affected by conditions in the 
money market American Water 
Works (14%), which has always 
moved independently of the market 
this writing is ap- 
proaching the former high of 15% 
The company has just completed the 
sale of a relatively small subsidiary 
at a substantial profit. This has been 
true of practically all sales that the 
holding company has made over the 
Aside 


earnings, it is expected that per share 


nevertheless, at 


years from non-recurring 
results this year will be a minimum 
of $1.25 compared with $1.01 in 1958 
Moreover, the company’s subsidiaries 
have applied for rate increases ag- 
gregating more than $4 million annu- 
ally. No additional 
stock is contemplated this yea 
City Investing Company (20%) is 
unique in that the company owns the 
largest tract of land within forty miles 
of New York City. This area is large: 
Manhattan Island and is 
developed primarily as an 
City 


properties, such as thea- 


sale of common 


than being 
industrial 
research center Investing also 
owns other 
hotels, apartment houses and 
industrial The 
believes that the present book value 
of the stock is actually around $40 pe: 
share, rather than the $16 per 
book value reported, which is based 


This is not a stock to buy fol 


tres, 


centers management 


share 


on cost 
income or any expectation of a large 
early improvement in operating earn- 
Early this the stock 
above 27 when enthusiasm concerning 
real 


ings yeal sold 


estate issues reached absurd 
heights 

has 
the 
connec- 


This 


being used by a num 


Dennison Manufacturing (36) 


been adding to its facilities for 


manufacture of machines in 
tion with its Therimage Process 
process is now 
poly- 
With little help 
Therimags 
Dennison is likely to 
$3.50 pe 


ber of large companies for 


ethylene containers 
from earnings from this 


show at 


bette: 


year, 


least share, which is 
than twice the current 


of $1.60 


dividend rate 
annually. In view of the 
company’s strong cash position, eithe: 
stock dividend would 
orde} As the cap 
nall, The 


to earnings 


an extra or a 
seem to be In 
talization is relatively s 
age may add substantiall 


in the next several years 


The sharp inc 


rease in 





confined to American 
Imperial Chemical In- 
dustries (4 15 16), which can properly 
be called “the du Pont of the British 
Commonwealth,” should be able to 
report earnings of 15% to 20% (per- 
haps more) over 1958 results, when 
“arnings were equivalent to 34c per 
share. This is a great international 
organization, with a record of re- 
search comparing favorably with the 
best domestic companies 

The writer was in Canada recently 
and heard favorable comment on a 
substantial number of Canadian com- 
panies, but in 


profits is not 
companies. 


almost every instance 
the stocks were regarded as attractive 
only if the investor is willing to exer- 
cise considerable patience. An excep- 
International Utilities (367%) 
which has a strong position with 
regard to natural gas, both in plans 
to export gas to California and also 
in relation to the transportation of 
gas from the Province of Alberta to 
the eastern part of Canada. The man- 


tion is 


is known that the management would 
like to reestablish dividends on the 
common stock 

International Harvester (53) 
was 


which 
this 
column recently, has become the sub- 


favorably mentioned in 


ject of a number of analyses. In view 
of the fact that the 
has remained 


dividend 
unchanged 


rate 
1952 


fiscal 


since 
earnings for the 
may 


and current 
share if the 


equity in the undistributed profits of 


yeal reach $5 a 
included, would seem 
to justify an extra dividend or a stock 
dividend 


subsidiaries is 
International Harvester is 
a capital goods stock and, if it should 
get above $60 a share, the 
would seem to have been pretty much 
skimmed off for a time 

It has that the 
consumer will determine if expansion 


From all 


n a mood to spend, 


cream 


been said recently 


is to continue indications, 
the consumer is 
although 
fully, and unwise price policies could 


prices are watched care- 


cause the family to spend less freely 


share profits may approach $5. It 


would not be surprising if the capi- 
talization of retail trade earnings gen- 


erally liberal 


Persistence of the rise in 


grew more 
stock 
prices in the face of a _ restrictive 
credit policy has naturally led to some 
comparisons with the summer of 1957 
As a fact 


tween stock and bond 


matter of the spread be- 


yields is more 
unfavorable to the forme: 


1957. The 


factors are that 


than in 


favorable underlying 


profits had begun to 


turn down early in 1957, and we were 


at the top of several years of rising 


expenditures for new plant and 


Presently, a sharp turn- 
witnessed. A 


equipment 
about in profits is being 
furthe: indicated in 


recovery 15S new 


plant and 
The 


lowe! 


equipment expenditures 


ratio of inventories to sales is 


and the benefit to the economy 


of inventory buying has not been 


exhausted 


Adva FORBES 


reqular 


agement has been quite successful in In 
its outside and _Inter- 
has a_ sizable 


this environment, further interest 
may be looked for in the retail trade 
group 


’ , 
wi ) airmailed to read 


Rates 


investments, ft} . 
o ‘ T t T trie 
national Utilities Associated Dry Goods (55's) 





portfolio has made outstanding progress in 

Before the recent years, both in regard to build- 
(297s) will be exhibiting its eagerly ing up 
awaited Ben Hur. This film is 
pected to be one of the industry's 
both from an 


artistic and earnings standpoint. It 


PHOTO CREDITS 


sound ac- age 8 


year is out Loew’s 


sales (in part by Ewing Galloway 


ex- quisitions) and in profit margins. The age 13: AP 


gains in earnings have been among age 17: UPI 
greatest productions, the highest in retail trade, and, in the j 26: Key 


next 
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How *5 saved me from 
an investment blunder 


From a Barron’s reader 


When a friend suggested I buy a certain stock, 
I thought it might be a good thing for me 
That was some months ago. But before risking 
my money, I decided to look further. I asked 
myself, “How does this stock compare with 
others in value?” 

So I took a trial subscription to Barron's 
National Business and Financial Weekly. This 
cost me only $5, and it has saved me hundreds 
* In less than a month, I saw a number of at- 
tractive investment situations in Barron's. Any 
one of them looked better for me than my 
friend's suggestion—and I picked one 

I was right. My investment has gone up in 
value and pays me a good return—while my 
friend's stock has done poorly. Thanks to Bar- 
ron's I saved myself from a costly blunder 

P.S.—I told my friend, and he's now a Bar- 
ron’s subscriber, too 


No other business or investment publication 
is like Barron's. It is written for the man who 
makes up his own mind about his own money 
Ic is the only weekly affiliated with Dow Jones, 
and has full use of Dow Jones’ vast, specialized 
information in serving you. 

In Barron's you are shown what, where and 
why the intrinsic VALUES are, behind current 
security prices. You get clear, well-founded in- 
formation 

A trial subscription—17 weeks for only $5— 
brings you the investment implications of cur- 
rent political and economic events the per 
spective you must have to anticipate trends and 
grasp profitable investment opportunities 

See for yourself how important Barron's can 
be to you in the eventful weeks ahead. Try it 
for 17 weeks for $5 (full year, $15). Just tear 
out this ad and send it today with your check 
or tell us to bill you. Address: Barron's, 392 
Newbury Street, Boston 15, Mass F-81 





WANTED—S5.00 


From investor who wants to learn about the profit 
potential of the vast over-the-counter stock mat 
ket $5.00 brings year's subscription to OVER 
THE-COUNTER SECURITIES REVIEW 
magazine exclusively serving this vital invest 
irea Each issue contains dozens o 
“hard-to-get’’ investment informatior 
special features 

For one year's subscription (12 issues) 

send 85.00 to: 


OVER-THE-COUNTER SECURITIES REVIEW 
Dept. 18 Jenkintown, Pa. 


V.S.—Send 85.00 additional to reserve your 
copy of the 1959-60 edition of Over-The 
Counter Securities Handbook, to be published 
arly fall. Send check to Section 18 Over 
*-Counter Securities Handbook, Jenkin‘own 








DOW THEORY LETTERS 


by Richard Russell 


A service which teaches you to apply the famous 
Theory to your own portfolio or business— writ 
ten by an expert for serious investors who want 
the facts. Send for explaining the 
Dow Theory, reprints of the author's four recent 
articles in BARRON'S, and a one-month trial 
subscription (4 $1.00. ($40.00 annu 
ally, Airmailed.) 


Dept. F, 125 East 93rd Street, N. Y. C. 28 
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STOCK ANALYSIS 


Playing It Safe 


SomME 
seem, are entirely content o1 
free of When the market 
goes down they fret over their losses, 
or the profits they failed to take, and, 
instead of recognizing and welcoming 
a buying opportunity, they wish they 
had much in 
common stocks 

One should think that a rising mar- 
ket, such as we have enjoyed for so 


investors, curious as it may 
never 


worries 


invested not quite as 


state of satis- 
Yet, the real 


when 


long, would create a 
faction, if not euphoria 
will 
stock prices are up than when they 
First, of will 


himself o1 


worriter worry even more 


are down course, he 
blame his hapless broket 
for not being more heavily invested 
and for not having taken full advan- 
tage of the favorable margin require- 
But at the 
same time he is continually concerned 


ments a year or so ago 
that he might overstay the market and 
miss the top 

this sort of thing can 
make a nervous wreck out of anyone 
The who 
consults every advisory service and 


falls for 
is facing the admittedly difficult in- 


Obviously, 


investment hypochondriac 


every baited advertisement 
vestment problem with a wrong atti- 
tude He is 


miserable and his results will prob- 


only making himself 
ably be rather mediocre 
The investo 
first to that his 
getting out near the top are virtually 
nil. He knows that he will either sell 
late 
simply is not enough room at the peak 


will be the 


chances of 


realistic 


concede 


too soon or too because there 


to accommodate everyone, assuming 
even that he would be smart enough 
to recognize it in time. A realist also 
knows that it is stupid to be hoggish, 
to try for the last few points when his 
own reasoning tells him that the time 
has come for a stock to be sold 


A new 
the tighter 


problem has resulted from 
; se 

rules which 

Now, if a 

had 


margin went 
into effect recently 
sold which 
than 90 


replaced the 


secu 
rity is been carried 
margl it must be 

j f 


Same day l one 


at less 
t does 
not want to lose the established privi 
This 


difficult to lighten temporarily 


leged margin position makes it 


vestment position, but the diffi 
not insurmountable. There are 


innocuous stocks and bonds 


fluctuate only within a narrow 
and are suitable as a temporary in- 


vestment for keeping intact a tavor- 


able margin position until the reasor 
for selling, such as the expectation of 


a decline, has disappeared or a de- 


by HEINZ H. 


sirable replace- 
ment turns up. 
This method runs 
up the commission 
bill, of course, but 
that is a compara- 
tively evil. 
No one who has 
more than a nodding acquaintance 
with the stock market will doubt that 
prices are very high, if not too high 


Yet, 


minor 


Personally I am convinced of it 
I am and I don’t 
think contradiction—that 
still higher prices will be seen before 


also convinced 


there is a 


this greatest of all bull markets cul- 
minates. I don’t have to stretch my 
imagination to visualize prices of 70 
for General Motors, 100 for General 
Electric, 120 for U.S. Steel and equally 
exalted levels for other leaders. But 
then will come the day, perhaps not 
this year but quite probably in 1960, 
when overconfidence will give way 
to a more sober appraisal of realities 
One need not fear a cataclysm of the 
1929 variety, 
margin requirements make it unlikely 


largely because high 
that many investors can be forced to 
sell, but a major correction is bound 
to follow the exuberance that is feed- 
ing the stock market these days 

First of 


overcome 


How can one play it safe? 
all, investors must try to 
the mental block that they 
sell because of 

How? 


worth not “at the market,” 


“can’t af- 
ford” to the capital 


gains tax Very simple: figure 
your net 
allowing for accrued 
When 
and reconciled 
that Uncle Sam 


fourth and you can keep three fourths 


but only after 


capital gains taxes you get 


used to, with, the 
thought takes one 
of the capital gain, you will appreciat: 
that the bite of this tax is less pain- 
Once 


this understanding has been attained 


ful than that of the income tax 


investment decisions will become mor‘ 
rational 

If you want to play it safe, vou hi: 
to be sensible and not try 
the final 10 out of 
a lot easier to sell in 
han when the bottom 

don't remonstrate 

or your broker becaus« 
soon. Of course, you'll 
That's the gene ral idea 


How 


IS no specif 


much should you sell? 
percentage, becal 
dividual circumstances vary. The ol 
jective should be to achieve a prope 
relationship between “good sleeping 
“good eating,” between 


Cadillac 


and peace ol 


mind and a new 
1959 
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In the past ten years stock prices 
have just about quadrupled. Not 
everybody has done that well, to be 
sure, but that is the performance of 
the DJ average and some may have 
done better. Essentially, I think, most 
people like to get their original invest- 
ment back first, salt it away, and let 
the balance ride. Once that has been 
done it will be a lot easier to view 
the stock market with equanimity 

Thereafter I would realize about 
one half of the profits accruing from 
that point on, letting the balance ride 
For example: if the original invest- 
ment of $50,000 is now worth $200,000, 
I'd sell about $60,000 worth of stocks 
to realize the original investment, net 
after allowing for capital gains taxes. 
If the value of the remaining $140,000 
invested in stocks continues to appre- 
ciate in keep on selling one 
This method will 
not lead to maximum profits, but it 
will produce highly satisfactory results 
and be good for the nerves 


value, 
half of such gains 


With short-term Government bonds 
vielding 442‘, and good tax-exempts 
over 4 it is no problem to find a 
very safe and comparatively reward- 
ing haven for funds. The return is 
rich enough to compensate for all the 
inflation we are likely to have. 

If that seems too stodgy, 
multitude of fair-quality corporate 
bonds which not only produce a liberal 
income of 5°; -6°, but which also have 
1 “kicker” in the form of a conversion 
privilege or stock warrants. The ob- 
jective is to limit the risk without 
surrendering the capital gain potential. 

The important point is not to lose 
sight of the primary objective: limi- 
tation of risk. Therefore, the quality 
rating should not be less than Ba 
(Moody’s) or B1 (Standard & Poor's) 
Further, such bonds should not sell 
than 10° or 15% 
price at which they 


there is a 


more above the 
would sell as a 
without the “kicker” 
otherwise one might just as well ac- 
cept the risk inherent in a moderately 
speculative stock 

Until the flood of new 
underway some months ago, there was 


straight bond 


issues got 
a relative shortage of suitable bonds 
with stock privileges, and premiums 
values 
exorbitant. But 
market has become almost surfeited 
with this type of with the 
result that the investor has a 
choice of issues offering not only very 


above true investment were 


generally now the 
security 
wide 
liberal yields, usually far larger than 
are obtainable on the common stock 
of the 
conversion rates or a generous amount 


same companies, but also close 


of stock options in form of warrants 
A close 


are being 


as they 
SEC 


may 


study of new issues, 


registered with the 


public offering, 


and prior to 


prove rewarding 
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vet are overlooked by the average 


FREE REPORTS: 


broker, and no salesman will call. 
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investor 
of these stocks selling under $5 or $10 


To receive 
together with your name and address to 


HOW TO TAKE 
CALCULATED RISKS 
T0 MAKE MONEY wae $5 or $10 


Now vou can get revealing reports giving expert analysis and opinion on 
investment bargains in little-known stocks 
GRADE companies that are well managed, have good earnings prospects, 


in stocks 


These are stocks of HIGH- 


We specialize in the selection 


See for yourself how large profits may be 
reaped from a small investment in these 


LOW PRICED 


recommendations you receive are impartial. 


“hidden-value stocks.” The 
We are not an investment dealer or 
free SSR Reports for one month 
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IF YOU COULD ONLY 
AFFORD 3 STOCKS! 


Research Staff 
only afferd t« 
buy NOW 
(hur ima: vets studied’ o stocks before 
they selected these 3 ‘ ent speculative 
nvestments with both xt nd great profit 
possibilities We would * to send you 
report on eactl with curr t earnings, recent 
es, dividends, ete by return mat 


An established leader in the ethical drug 
field that could move rapidly with the re 
cent introduction of several new products 


A growth speculation in chemical, plastic 
and high energy fuel fleld«—«till down 
nearly 25% from previous high 


A little known, but very promising stock 
in the fleld of electronics and automation 
Kecent gains suggest further advance 
ment 


ONLY $1 BRINGS YOU ALL THIS! 


DOW THEORY FORECASTS, INC 
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1 STOCKS 
LIKELY 
TO TRIPLE? 


Our Bates have newly anal 
extraordinary list of 66 growtl 
ear h. picked | ne oO 
analysts as likely 
3 vears. After inter 
recommend 7 of these 
are teatured in our new Spe 
It is titled: “7 New Growth Stocks 
Most Likely to _t iple in the Next 3 
Years’. These 7 stocks remind us of 
outstanding pre be sl like Thiokol 
Chemical (8% to 70% in rocket fuels 
And stocks hke Ventures, Ltd. (4 to 
42% in mining and oi Iwo of these 7 
stocks are especial ‘atom stocks. One 
ising ag missles. One ie in electroni« 
— ls. Another is in ‘stereo’ sound, 
py of our new Keport on these 
4 Seocks Likely to Triple’ is yours asa 
bonus now when you se just $1 (new 
readers only tot we wi visor 
“The Growth Stock Letter’ { 
the next two weeks M ead wit 
your name and address fa $1 tod 
to Dept. F.35 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
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FOR SALE een 
Famous Private Shooting Preserve 


PATIENCE ISLAND 


Narragansett Bay, Rhode Island 


READY FOR OCCUPANCY AND 
SHOOTING SEPTEMBER 1, 1959 
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A mutual fund investing 
for growth possibilities in 


ELECTRONICS 
EXOTIC FUELS 
MISSILES and SPACE 
ATOMIC ENERGY 
OllL and GAS 
ELECTRIC and 
GAS UTILITIES 
and other activities related to the 
energy fields 
Shares may be purchased at Net 
Asset Value. There is no sales 
charge or commission of any kind 
payable to anyone. Shares are re 
deemable at 99% of Net Asset Value 


SEND FOR FREE PROSPECTUS 


Write Department F 
Distributor 


RALPH E. SAMUEL & CO. 


Members WN. Y. Stock Exchange 
115 Broadway, N. Y. 6, N. Y 
Tel. COrtiand 7-8600 














T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


OBJECTIVE: Possible long term 


growth of principal and income. 


OFFERING PRICE: Net asset value. 


There is no sales load or com- 
mission. 


REDEMPTION PRICE: Net asset 


value less 1°. 


Prospectus on request 
Dept. B 
10 Light Street Baltimore 2, Md. 











Free booklet-prospectus describes 
The Common & 
Stock Fund /: 


of GROUP SECURITIES, INC. 


A mutual fund investing for income 


and possible growth through com 
mon stocks selected for their invest 
ment quality. Mail this ad 
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Address 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N. Y. 











THE FUNDS 


CASHING IN 


WHEN THEY haven't been wondering 
about how to make other people's 
money grow, the men who manage 
mutual funds have lately been think- 
ing about their own money problems 

For a number of reasons—not the 
least of which is the Internal Revenue 
Code—a small but increasing number 
of management companies have con- 
cluded that the best way they can 
profit by their 
shares in their own companies to the 
public. Latest to join the handful of 
publicly held management companies: 
Elizabeth, N. J.s Hugh W. Long & 


Co., managing some $750 million in 


own labor is to sell 


assets in Fundamental Investors and 
several other funds. Last month Hugh 
Long prepared to offer 280,000 shares, 
or 35°, of its outstanding shares to 
the public. Only three months before, 
Boston's Keystone Custodian Funds, 
managing $467 million of assets, sold 
53,000 shares, or 15‘, of itself, to the 
public. The offering was quickly 
snapped up. 

Admittedly, two offerings in three 
months didn’t make a fixed pattern 
There are an estimated 150 manage- 
ment companies in the mutual fund 
field of which only about seven are 
widely held. The biggest: Minne- 
apolis’ Investors Diversified Services 
which handles billion in 
mutual fund assets. IDS has long been 
publicly-held, but, the move by Long 
and Keystone seemed a _ distinctly 
provocative trend in the making 
Others with public stock ownership 
Television Shares Management Corp., 
National Securities & Research, FIF 
Management Co., Channing 
Templeton, Damroth Corp 
Investment Co 

The Problem. The appeal of * 
public” 
were 


some $3 


Corp.., 
. Townsend 


going 
was simple enough. Most funds 
growing in net value 
through the sale of shares. Moreover, 
growing sales of contractual and vol- 
untary plans tended to 
asset growth 


asset 


“build in” net 
Since total net assets 
are the chief basis for their 


companies’ 


profits, 
most management earn- 
ings prospects were growing too. The 
managers problem is: How to make 
the most of it. Simply giving them- 
selves raises or higher dividends—and 
thei 


income Was 


declaring rewards as _ straight 
unappealing for tax 
reasons 

A more tempting solution lay ready 
to hand. By 


public, 


offering shares to the 
fund managers establish long- 
term capital gains. Equaily important, 
in these bullish times, a rising stock 


market permits to give 
valued employees stock options, thus 
permitting managers to extend ad- 
ditional long-term incentives to them 

An example of the possible rewards 
was offered by Keystone. Last April 
it offered 53,000 shares (15°, of the 
total outstanding) at $24 per share 
At the same time, Keystone managers 
allotted 37,000 shares to be optioned 
to key employees other 
and directors. Thus far, 
lotment has been 
$34.50 per 
Keystone traded 
the counter as high as $64 

A Neat Point. Some 
questioned the ethical 
of such actions According to this 
argument, what the mutual funds are 
selling is the faith the public has 
placed in them But most mutual 
funds pooh-pooh this, claim that a 
mutual fund management business is 
property like any othe: 

Both Keystone and Long have ap- 
parently anticipated this neat point 
with a rather neat solution: In both 
cases, the public offering consists of 
nonvoting stock. The common stock 
with voting rights is still tightly held 
by officers and directors to whom the 
mutual fund investors presumably en- 
trusted their money in the first place 


managers 


than officers 
half the al- 
optioned out at 
share. In weeks 


ovel 


recent 
shares have 
people have 
implications, 


POINTS OF VIEW 
Few GIANTS are as_ self-conscious 
about their size as is the American 
mutual fund industry. Crowding the 
$15-billion mark in total net assets, 
the funds have long taken pains to 
minimize the growing impact of thei: 
buying & selling upon the securities 
market. Last month a first-rate op- 
portunity to look like comparative 
midgets their way when the 
Bankers Association re- 
ported on a survey it made on thei! 
members’ personal trust business 

The ABA report revealed that its 
bankers managed nearly $50 billion 
in trust funds for individuals and 
families. No less than 62°, of the 
total—some $31 billion—represented 
investments in common stocks 

By comparison with that $31 billion, 
the $11.8 billion invested by 
fund members of the 


came 
American 


mutual 
National Asso- 
ciation of Investment Co 
stocks on a 


in common 
comparable date seemed 
midget-like indeed 


mutual funder: 


Said one pleased 
“Who's having an ex- 
cessive influence on the market now?” 

Still Giants. Still, the ABA study 
could scarcely change several basic 
facts. For one thing the $31 billion 
worth of common stocks held by banks 
in personal trusts represented the 
combined holdings of thousands upon 
thousands of individual trust accounts 
But just some 155 individual funds 
1959 
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FUNDS 
VS. THE MARKET TENNESSEE GAS 
; A eS ae TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
DIVIDEND share has been declared on the Common 
Stock, payable September 15, 1959, to 
stockholders of record on August 21, 


1959. J. E. IVINS, Secretary 


NO. 48 
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10 STOCKS 
UNDER *20 


Pearsons Pat LENE — for big rises in 1959-60 


. 8% Try ord T9598 Amerman SMe ston 
had amassed the $11.8 billion held by S . wnst like a meteor on the market 


mutual funds, and some of their hold- urging from 10 to £5 in tees 

ings run to hundreds of thousands of : : hia Fi ; or oe 

shares. Furthermore, though mutual E Southern California cted the 3 clear iv sigt given 

funds hold only about 4°, of the total 7 Edison Company s by this stock could hav de $1000 

value of all stocks traded on the New : ' 

York Stock Exchange, their holdings = DIVIDENDS 

represent more than 20°, of the Big : ¢ Board ot Direct 

Board's most actively traded stocks bee rae My ste me 
Conclusion: the funds, though very 


far from dominating the market, are § Which 10 of These 26 Stocks 
CUMULATIVE PREFERRED STOCK = . 
a mighty big influence on it 4.08% SERIES 8 Are Poised for Profits Now? 
: Dividend No. 38 & 
My . ‘ 3 25\/y conts per shore Pe Alleghany Corp M ter Co 
SOVE CH ANGES WADE e % Amer. Electron Vat. Bellas H 


4.24% SERIES bad Assoc. O! AG Nat. Union El! 





wx 
® 


Yet shrewd 1 


BEBE 


mito S4500 in less than \ WS 
lexas Instruments ¢ ) clear-cut 
buy signals Yet prob ‘ olin 
vestor i bOOO leocrglat t ston iI 


li for the rise to over 10 


} 
cour 


GLELEIOLE LE LE BY 


. Dividend No 15 3 Avce Northeast Aijr! 
To judge by State Street Investment i saline alias : rae en Sot ee 
; lhe yong Canada Dry A. Gold & P 
‘ 3 oe cssohlel Cinerama spe er Shoe 
leased last month, one of the fund 3 297/— cents per share . Clary Corp tandard Coil 
industry's most devoted fans of the : 4.88% SERIES Re Dynamics Corp tude. -Packard 
. 4 Dividend No 47 : Fairbanks Whitney Coach 
oil industry has become just as disen- : 30'/; cents per shore : Kawneer 1S. Industries 


Corp's latest quarterly report, re- 


chanted with oil stocks as many an- : ne a aes i 3 eins wenalna 
other investor lately. Only one of , 
the 20 stocks it bought during the 
cond quarter was an_ oil—4,000 
shares of Royal Dutch Petroleum, 
nereasing State Street's holding to 
28.000 shares 
In contrast, State Street sold three 
oil issues and two of those were 
big sales indeed State Street re- 
duced its holdings in Texaco by 4° 
(to 88,000 shares). in British Petrole- 
um by 34 (to 250,000 shares) and SRR tsi RRS 
in Standard Oil of New Jersey by 56 
(to 22,000 shares) TEXAS GULF 


All told, the end of the second 


quarter found State Street with SULPHUR 
18.8‘, of its net assets of $207 million COMPANY 


in oil compared with 23.5‘, six months 





Just $5 will bring you a copy of this valu 
152nd Consecutive able Report with a 5-week trial subscrip 
, ; Market Lett 

before. Not wishing to seem unkind Quarterly Dividend tion to the Spear Market Letter (new read 


. ers). Mail this ad and $5 to Box SP5-197 
to an old friend, Vice President Wil- The Boord of Directors har declared o 


~J ¥ do 2 ents ¢ h the 
liam Morton simply noted that State Nani chee ae vox Gommuie’s SPEAR & STAFF INC 
: e >» ~ > “ od ' tock outstondin nd entitied to . 
Street felt it should “lighten up a bit sosive Gieideata, gapebte Sessenhe INVESTMENT ADVISERS SINCE 1940 
in oil, then added, with a wry grin, 15, 1959, to stockholders of record ot Babson Park, Mass 
“UW : > . > the close of business August 4 95 
When all the trusts sell oil, it must S : es 2 


Secretory 











be a good time to buy them.” 
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erty and finally, loss of personal free- 
dom. Although these 
generally unspoken among us, they 
are perhaps responsible for the most 
urgent development of machines to 
cut costs in whatever category and we 
have now reached the mechanical 
brain level. They are further respon- 
sible for a loss of faith in the future 
value of investment in government as 
witnessed by the declining price for 
Treasury bonds. These trends place 
mechanical 


thoughts are 


a premium on “brains.” 
Westinghouse appears the cheapest of 
the best, General Electric, of course, 
then Telephone, Ray- 
theon, Sperry Rand, Radio Corpora- 
tion and Burroughs combine to make 
a strong group. Joy Manufacturing is 
the 


International 


added as outstanding in heavy 
machinery field. 

Coppers are in a bit of depression 
for the time the 
ascending value given aluminum as a 
competitor and the market 
price for the metal. This is temporary 


if one 


being because of 


lower 


chooses to use perspective 


Phelps Dodge, Kennecott and Ana- 


conda now have Aluminum Co. of 


and Aluminium as added 
items in the metals 

The rails have justified every bit 
of faith expressed in them over the 
five or six years of reporting to you. 
As times goes on, so does the impor- 


A meritica 


tance of property values in natural re- 
Southern Pacific done 
extremely well in maintaining and in- 
creasing share earnings. Northern 
Pacific, Union Pacific, Great Northern, 
Chesapeake & Ohio, Louisville & 
Nashville, Norfolk & Western 
Virginian, all remain on my recom- 
mended list. Nickel Plate is attractive 
for 


sources, has 


and 


income. 

As we broaden out into the greatest 
expansion of all times it becomes in- 
creasingly important to develop and 
exercise this faculty of 
We are 


true, 


perspective 
into prosperity, it Is 
increasing 


moving 
but at an rate 
which at some future date will retard 
and then diminish the fruits thereof 


That is why corporate management is 


cost 


becoming more important every day 
That is why 
bill efficiency 
everywhere are being eagerly sought. 
New- 


industries 


ail devices to shorten the 


labor and improve 
Competition will grow apace 
comers will 
The factors of the 


past will move up to get their share 


appear in all 


less successful 





“ 


SUBSCRIPTION 


My service strives to 

help minimize “‘specula- 

tive” risk. And, | offer you 

for only $1.00 for 30 days 
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Special Reports below 


Alexander FORRESTT Company 
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ADDRESS 


‘\. Members of Investment Clubs . . 
\_ Instaliment Buyers of Listed Securities . . 
‘. Investors & Speculators with Small Capital . . 
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“. gains is to speculate in carefully selected 
~\ securities. 
‘A with small funds to invest, it can 
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For the average investor 


~ make good sense to go after 
~. capital gains in order to 
SJ turn a small sum in- 
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to a big sum 
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And what does perspective say to you 
about these things? Keep your owner- 
ship importantly in the biggest and 
the best, the truly growth stocks of 
the future, rather than let your stand- 
ards down to include the newly pros- 
pered, for these are all too likely to be 
favored only a short while. 

We will find in the last analysis that 
government money management 
importantly impair the great achieve- 
ments of our day. This is what calls 
for reform and not bigness in business 
as defined by our Justice Department 
Meantime the banks are “loaned-out” 
as the greatest expansion in oul! his- 
tory begins, and the outlook can only 
be for a higher cost for the commodity 

money—and valuations for 
the property values inherent in good 

The momentum of all 
will 
prices too far, but a year from now, 


can 


higher 


common stocks 
these factors eventually carry 


more or less, we will be closer to a 
proper consideration of purchases of 
Meantime 


practice perspective with persistence! 


fixed-income securities. 


LURIE 


(CONTINUED FROM 





PAGE 31) 


ficiaries to the automobile industry's 
prosperity. One is Tung-Sol, for about 
one third of this electronic company’s 
the field 


The management factor than 


business is in automotive 
is better 
in past years, and 1959 profits may be 
in the $3.75-$4 per share area. Ameri- 
the com- 
pany supplies almost 30° of the Tyrex 
market. Earnings in 1959 
could be about $6 per share, divided 


can Viscose is another, for 


tire yarn 
equally between operating profits and 
subsidiary earnings 

But there is little point in dwelling 
on the opportunities unless the reade1 


think 


anothe 


adopts the “power of 
No 
major credit 
The prime 


raised to 5 


positive 
about it, 


ing 
Ing 


question 
squeeze 1s In prospect 
probably will be 
But a 


return on capital traditionally 


rate 
in coming months 
normal 


spurs savings and deters 


spending 


thus helping prevent the excesses 


which terminate every boom. Sim- 


ilarly, there is an actual or potential 
bright side to almost all of the clouds 
are on. the Fo 
while the holders of the air- 
the building stocks, the foods 
troubled, the 


which horizon ex- 
ample, 
cralits 
the oils and utilities are 
the 


heavy 


imple- 


stocks have 


owners of airlines, farm 


ments and goods 
enjoyed a private bull market. This 
is a time of transition in some in- 
dustries but a time of plenty in others 

All of which is by way of emphasiz- 
two points: 1) This is a 
be positive—but discriminating. 2) 
The make a major 


probably is not yet at hand. 


Ing time to 


time to decision 
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BOOKLETS 


Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
ForRBES readers Address your re- 
quest, by number, to: Subscriber 
Service Dept.. FORBES Magazine, 
70 Fifth Avenue, New York 11, N. Y 


32. Dots It Maxe Sense For ME To 
Buy Stocks? Another in the series of in- 
formative pamphlets published by the 
New York Stock Exchange, this booklet 
discusses the advantages—and the risks 
of common stock ownership. It takes a 
look at the kind of person who buys 
stocks, what type of stocks to buy and 
when, how to get an investment program 
started. A good primer for the beginning 
investor (16 pages 


533. Facts Asout Your ARCHITECT 
Thinking of building a house? This book- 
let, available in limited supply, will 
tell you what you should expect from 
an architect if you retain one—and 
what he expects from you. A _ handy 
table covers the individual responsibili- 
ties of owner and architect, and the 
booklet discusses such important points 
as selection of an architect, his fee, and 
how to evaluate his work (30 pages). 


534. Seven Keys to Vatue: How To 
UNDERSTAND FINANCIAL STATEMENTS 
Must” reading for any investor, this 
New York Stock Exchange booklet uses 
a clear, easy-to-read style to tell just 
how to appraise a company’s balance 
sheet and income statement Also cov- 
ered the seven basic “keys to value 
such as pre-tax profit margin, capitaliza- 
tion ratio, return on _ stockholders’ in- 


vestment and others (33 pages) 


535. A ProGRAM FOR HALTING INFLATION 
This short discussion, issued by the New 
York Chamber of Commerce, describes 
the underlying causes of inflation and 
what can be done to control them. In- 
cluded is a seven-point program whose 
basic foundations are: Federal support of 
a sound dollar, tax revision and higher 


personal savings (12 pages) 


536. INvEsTING IN Mexico. One of a 
series published by the American & For- 
eign Power Co., this booklet gives down- 
to-earth facts on the opportunities for 
capital investment in Mexico and the 
possibilities for making profits in _ its 
expanding economy Other available 
booklets in the same series discuss op- 
portunities in Panama, Guatemala, Chile 
and Ecuador (various lengths; maps) 


Mental Health 
Campaign 


. 


£ \ wn 


Give! 


FORBES, AUGUST 1, 1959 


THIS 


Volume 84, Number 3 August 1, 1959 


INDEX OF FEATURES 


Trends & Tangents 

Readers Say 

Fact & Comment (Maicoim S. Forbes 
The Market Outlook (Sidney B. Lurie 
Investment Pointers (A. E. Rhinehart 
Market Comment (Rudolph L. Weissman 
Stock Analysis (Heinz H. Biel 

The f nds 


Thoughts 


INDEX BY COMPANIES 


BUSINESS NEWS 


American Airlines reeport ulphur 2 Ld 
American Telephone eneral t 14 Nationa 
Telegraph ? en or é New York 
Archer-Daniels-Midiand 1§ Ger y, \ l Olin Mathie 
Armco Stee ] 21 Pennsylvan 
Armour & Co Gr 13 Railway Expr 
Booth-Kelly Lumber 21 2 Rath Packir 
British Motor Corp Hertz Corp Revere Copr 
California Packing 25 Hormel! (George A.) & i¢ Skelly { 
Campbe Soup 2 Hygrade Food Products l Standard P 
Consolidated Edison } nternational Nicke 26 tate Str 
Cudahy Packing 10 nvestor's Diversified Stokely-Var 
Delaware, Lackawanna & Services swift & 
Western Keystone ustodian Fund Jewater 
Detroit Stee l Keystone Steel & Wire l nion art 
Douglas Aircraft Lehigh Va 
juPont Lone Star 
Erie Railroad Long Mug 
Faiconbridge Nickel Mir Martin Cc 
First National Bank (Bostor Mayer (Os 


yw 


COLUMNISTS’ COMMENTS 


mperia 
nternatior 
nternat 
Telegraph 
Anaconda 4 nternationa 
Armco Steel 


Ass ated 


a a > & 


CHANGE OF ADDRESS 


ld addre (exactly as impri: 
your copy of Forsrs) and new addres 


if any) allow four weeks for ch 


FORBES SUBSCRIBER SERVICE 
70 Fifth Avenue 
New York 11, N. Y 





ON THE 


TH 0 U GHTS BUSINESS OF LIFE 


Thought, the real 
business capital, and if you know ab- 
solutely that what you are doing is 
right, then you are bound to accom- 
plish it in due season 


Harvey S. FIRESTONE 


not money, 1s 


that if he 
will be 
LINCOLN 


A strong leader knows 
associates he 


JAMES F 


develops his 


even stronge! 

Governments, like clocks, go from 
the them, 
governments are made and moved by 


motion men give and as 


men, so by them they are ruined also 
Therefore governments depend upon 
men rather than 


men upon govern- 


ments WILLIAM PENN 


The 


longer just business; it is also nothing 


business of America is no 
less than world leadership 

Murray D. LINCOLN 
and 
American 


External things opportunities 
life that, 


instead of nurturing the true source 


so abound in 


of happiness, we tend to make it a 
So 
happiness in 


looking 
the 
time, 
We 


are impatient, hurried and fretful be- 


direct aim we end in 


for possession ol 
good 


somebody to lean on, and so on 


external—in money, a 


cause we do not find happiness where 
we look for it JOHN Dewey 


Let us admit this 


worth living if we cannot on the aver- 


Life is scarcely 


age devote at least thirty minutes of 


every twenty-four hours to system- 


atic intellectual improvement 


Georce R. KirKPATRICK 


The 
course with others is noninterference 
their 
being happy 


first thing to learn in inter- 


with own particular ways of 
provided those ways do 
violence 


WILLIAM JAMES 


not assume to interfere by 


with ours 
Lack of something to feel 
the g 


tant 


tragedy 


MMpotr 


about is almost eatest 
have 


Dr 


a man may 


ARTHUR E. More 


In spite of the large population 

this planet, men and women remait 
today, the most inaccessible things o1 
it FRANK Moore Co upy 
Unless 


loyalty, 


you can find 


some sol 


you cannot find unity 


peace in your active living 


JOSIAH Royce 


What alter for the 


better, time alters for the worse 
FRANCIS Bacon 


man does not 


The 


obscurest epoch is today 
R»Bert Louis STEVENSON 


B. C. FORBES: 


Daniel Willard, onetime presi- 
dent of the Baltimore & Ohio 
Railroad, used to be called by 
his associates “the interrogation 
Said one of them: “Un- 
good other chief 
Mr. Willard 


asks you your opinion, he wants 


point.” 
like a 


executives, 


many 


wh en 


you to give your honest opinion, 
what you think 
will please him. He doesn’t feel 
that he knows it all.” There are 
two 


not to say just 


types of executives: those 


who seek counsel and give it 


adequate consideration; others 


who simply issue decrees, re- 
gardless of the opinions of those 


affected The old 


school bosses were of the second 


majority of 


type; the majority of the mod- 
ern school are of the first type 
Our leading organizations of to- 
day are so colossal that no man 
can possibly master every phase 
of operation or keep intimately 
posted on developments affect- 
The 


therefore, 


ing every phase of activity 


wise chief erecutive, 


so charts his organization that 


his associates are brought into 
consultation frequently and are 
encouraged to voice their own 
best judgment rather than re- 


peat, “Ves.” Yes.’ Yes par- 


rot-like 


The 


stride 


successful man lengthens hi 


when he discovers that. the 


the tailure 


signpost has deceived him 


looks for a plac e to sit dowr 


Before God we are all equally 


equally 


foolish ALBERT EINSTEIN 


What obtain we 
esteem too lightly; it is dearness only 
that gives everything its 
Heaven knows how to put a 
price upon its goods; and it would be 
strange indeed if so celestial an arti- 
cle as Freedom should not be highly 
rated 

THOMAS PAINE in 


we too cheap, 
value 


prope! 


The Crisis, 1776 
the in- 
health 
the 


Just as eating 
clination is injurious to 
without 
memory, and it 
it takes in 


contrary to 
the 
so study desire spoils 
retains nothing that 


LEONARDO DA VINCI 


Reverie is the Sunday of thought 
FREDERICK AMIEI 


When you are no longer criticized 


youre through, and the world will 


speedily forget you 
JEROME P. FLEISHMAN 

the 
being 


Censure is tax a man pays to 


the public for eminent 


JONATHAN SWIFT! 


man reads both books and 
Lin YUTANG 


T he wise 
life itself 


We have 
happiness without producing it, than 


, 
no more right to consume 
to consume wealth without produc- 
ing it GerorGE BERNARD SHAW 

Temptation rarely comes in work- 
ing hours. It 
that 


is in their leisure time 
marred 


W. M. Taytor 


men are made or 


Friendship is almost always the 


union of a part of one mind with a 


part of another; people are friends in 
spots GEORGE SANTAYANA 


I think 


nize 


luck is 
an opportunity and the ability t 
Every 


one 


the sense to recog 


take advantage of it has 
bad breaks, but every 
opportunities The 

breaks 


SAMUEI 


one 
also has 
man who can 


smile at his and grab his 


chances gets on GOLDWYN 
The 
common arbitrator 


end it 


end crowns all: and that 


time, will one day 


SHAKESPEARI 
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managing the funds of others: 
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at all the p 
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opened over 405,000,000 ¢ 
results they wa 
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weight: container 
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